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— UBS is positive on the gold price 

UBS is forecasting an average gold price of $1050/oz in 2010. Moreover, the risks 
appear skewed towards the upside: gold could trade lower should investors 
liquidate some of their holdings, but any such sell-off should be met by strong 
jewellery buying. If the US dollar were to weaken sharply and/or inflation fears 
were to increase sharply, gold could trade substantially higher on surging 
investment. But under all possible scenarios, we expect gold to be very volatile. 


@ We recommend Barrick, Newmont, Agnico-Eagle, Osisko and Alamos 

We believe investors should have some exposure to gold equities at this time, and 
we recommend a portfolio approach to diversify inherent risks (development, 
operational, geopolitical and environmental). Our preferred equities include 
Barrick, Newmont, Agnico-Eagle, Osisko and Alamos given their relative quality 
and valuation. We also provide a framework given different investors may prefer 
different characteristics than those of our preferred equities at this time. 


This report has been prepared by UBS Securities Canada Inc 

ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 85. 

UBS does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may 
have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making 
their investment decision. 


North American Gold Producers 7 August 2009 


Contents page 
Executive summary 3 
— UBS positive on the gold price «0.00.2... eseceeeeneneseeeteneeeeneneneseeeeeseeneneeeseneeeeeeneneas 3 
— Why gold and why now 3 
— Valuing gold equities is a relative EXerCiSe ......... eee eeeeeneeeeeneeteteeteneeeeeneetae 5 
Gold market fundamentals 7 
=. OVGINIOW sastinineniananiinie cuisine ean an nthihtcnaiasersiniik, 
— Gold supply.... 
== Gold: Geman wavs teste cece ee cosas decteaunladnee acter en dha aise 15 
= Why OWN: GONE? a. cccccccsceusisceiseenesas teasieeseceessaeaaavercuasicvsasaieeies desiesvacesesuacesssicecssnaae 22 
— Gold price outlook... 26 
— Howto access the gold Market ..0...... cee ceeeceeeeeeeeeeeeeeneeeeeeeesneeeesneeeeeeeeesseeeeeees 28 
Gold equities 32 
— Impact of gold price On Gold EQUITIES 00... ee eee e cette eetteeeeeeeteaeeteneeeteaeeeneeers 32 
> SSCASOMAUIY. cas yc ase dae at ese detec eas a fe cade tacts a eaane ca bac seeder tae eemen epee 34 
North American gold equities 36 
eS QUOIVIOW ii secs scteei ans caved nrscvastnadedvacnadneneuaunidsanteasreentcan conti casitahicsedadacesdnmactanacis 36 
— Quantitative and qualitative COMPALISONS ........... ee eeeeeeeeeeenetetenteteteeeeeneeenatees 37 
= RESON GE IDAS CS iiscsstvcccsccneatabinaitesa testes sauadacedsbadecatsestessagibeesbitsbtedsicanstaiadseatincened 42 
=. Growth potentlall.iic: ce. ncca ie deidies nletadeectetatitnd nadtieteranaer itn iieed 43 
==  COMSONGALOM since cei ncec ida cadastads cauen stacy aicdasniagecesteusek dasedsstcsuns dabtahnecadnen dns eiphdacusseved 44 
— Base metal COMPONENNM...............::cceeceeesesecesccesseceneneeeseseenenecenenaeeseaeensneneeeaeeeseneens 45 
2 WIGUICITY 2s eestcc scares eeclee rec cne eral ease een taa rep cise aap taseresdactvandoenesbe casei 46 
— Other quantitative MEASUFES ........... ee cecceesneeeeeceteneeeeeseeneneneneaaeeseaeesenenetesaeeneeeens 47 
Valuation multiples 49 
= PNGE.tO. Met ASSet VAIS once ee cece tee aeteesevet ssc cdbantavadals debnaeed ccteedevnarinetinctns 49 
— Other Multiples: P/E and P/CEF ...........e.cccescseeseseeesereseseeeeseneneneeeseneeneseeeteneneenenene 51 
— Enterprise Value to EBITDA and RESECIVES .........cceeceesesteeeeeeesneeeeenteeeeeeeteneeeenneees 52 
— Relative valuation SUMMALY ............ ccc eeeececeteeeeeeeeceeeeeeeaeeeeeeetnaeeeseeeeseneeettaeeeeeees 53 
— North American equities in a global CONtEXt........ eee eeeeeeeneeeeeeeeeeeeeereneeeeneeees 54 
Price target generation 


Company summaries 


Agnico-Eagle Mines (Buy, US$68.00 PT) tiviean’ 
Alamos Gold (Buy,'C$12.50 PT) ...:.cccccccsssssescesessassesseeteeeessetsenseeeeecenenanecetoeee 
Barrick Gold (Buy, US$48.00 PT)... cece etree eeeee eee seeteteeeieeneseseeeneeniee 
Centerra Gold (Buy, C$9.25 PT)...... aid 
Eldorado Gold (Neutral, US$10.50 PT) ore ener eee enn 
Franco-Nevada (Neutral, C$30.00 PT)... eee eee seer cesses tseteeeae 
Freeport-McMoRan (Buy, US$66.00 PT) 
Gammon Gold (Neutral, US$8.00 PT)... eee eee cere eee teeters seenieseeeeees 
Goldcorp: (BUY, 'US$42:00 PT) ic cicte ede di sieiaedcadcencsteisanedeateehsesinatecdesh shad sleddees 
IAMGOLD (Buy, US$13.00 PT) 
Kinross’ Gold: (Buy, US$23.00.PT):. cssciriseciasiewsions aesseaiesicenicaiant antieinreits 
Newmont Mining (Buy, US$56.00 PT)... cece cere eceeseeeteeeeeetae 
Osisko Mining (Buy, C$9.00 PT)... cece cee terete eeee ene teeenae eed 
Yamana Gold (Buy, US$11.00 PT)... eee teeta eee eteeeeeenae 


Brian MacArthur, CFA 
Analyst 
brian.macarthur@ubs.com 
+1-416-350 2229 


John Reade 
Strategist 
john.reade@ubs.com 
+44-20-7567 6755 


Dan Rollins 
Analyst 
dan.rollins@ubs.com 
+1 416 814 3694 


Alana Johnston, CA 
Associate Analyst 
alana.johnston@ubs.com 
+1 416 814 1449 


Michael Tsada 
Associate Analyst 


michael.tsada@ubs.com 
+1 416 814 3697 


UBS 2 


North American Gold Producers 7 August 2009 


Executive summary 


Gold is an unusual commodity. Vast above ground stocks result in an unusual 
set of supply and demand drivers for the metal. The most significant drivers of 
the gold price are, in approximate order of importance: 


m= Investment / disinvestment 

m= Scrap supply 

m Jewellery demand 

m Producer hedging / dehedging 

m= Central Bank sales or purchases (since 1999 and 2008) 
m Mine supply 

m= Industrial demand 


UBS positive on the gold price 


UBS is positive on the prospects for the gold price over the next 18 months, 
forecasting that gold will average $1050/oz in 2010. Moreover, the risks to this 
forecast appear skewed towards the upside: gold could trade lower should 
investors liquidate some of their holdings. However, as occurred in late 2008, 
we believe any such sell-off should be met by strong jewellery buying. If the US 
dollar were to weaken sharply and/or inflation fears increase sharply, gold could 
trade substantially higher on surging investment - as happened during the first 
quarter. Under all possible scenarios, we expect gold to be volatile, as has been 
the case over the past five years. Our near-term and long-term gold forecasts are 
summarized below. 


Table 1: UBS Gold Forecast 


2008A 2009E 2010E 2011E Long-term 
Gold (US$/oz) 872.50 950.00 1050.00 975.00 825.00 
Source: UBS estimates 


Why gold and why now 


We believe there are many reasons why investors should have some exposure to 
gold currently: 


m We believe some investors view gold investment as a safe haven from the 
ongoing financial instability in key global markets; 


m= Gold tends to have a low to negative correlation to the returns of other asset 
classes, making it useful for portfolio diversification; 


m We expect continuing rapid growth in emerging markets (specifically India 
and China) will limit declines in jewellery (and therefore gold) demand; 


m We believe even modest gold purchases by Russia and China central banks 
would be positive for gold investor sentiment; 
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m We expect the US dollar to weaken; and 


m We expect investors to remain concerned about the prospects for longer term 
inflation. 


There are many ways to gain exposure to gold’s unique characteristics including 
gold bullion, ETFs, gold equities, structured products, commodity index funds, 
futures, and options. In the short term, gold equities are typically highly 
correlated with the price of gold and generally offer higher leverage than gold 
bullion, making them attractive to a number of investors. Given the gold sector’s 
small liquidity (global market capitalization of ~$290bn), large flows into the 
sector could lead to large share price moves. But this limited liquidity also 
allows investors to avoid the sector (as it is not meaningful in their portfolio) 
unless they are fully convinced that they need its diversification characteristics 
given the sector’s valuation and relatively poor return on invested capital. 
Finally, over time individual gold equities have generally underperformed the 
gold price. Hence, we view gold equities as a trading sector especially given the 
volatility in the gold price over time. Gold shares tend to strongly outperform an 
increasing gold price when the speed of the up-move in gold is very high: when 
gold moves sideways or only slowly higher, gold equities tend to underperform 
gold bullion. 


Gold equities can have other risks such as political risks, operating risks, growth 
risk, management risk and generally trade at large premiums to NAVs, which 
may not be appropriate for all investors. In our view, an investor’s preferred 
equity choice should be a function of how much/what type of risk and leverage 
they want in their portfolio. Investors wishing to purchase equities can either 
purchase small cap high-cost producers that give maximum leverage to the gold 
price and/or invest in high-quality companies, with high liquidity, low costs and 
lower leverage. 


Given the inherent risks associated with gold equities (development, operational, 
geopolitical and environmental), we believe investors should use a portfolio 
approach when investing in gold equities to diversify these inherent risks. 
Characteristics that we believe investors may want to consider when creating a 
gold portfolio are outlined in Table 2. 
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Table 2: Characteristics of North American Gold Producers 


AEM AGI ABX CG ELD FNV FCX GAM GG 
Hedge Position Low Low Moderate Low Low Low Low Low Low 
me neo Moderate Low High High Moderate Low Low Moderate Moderate 
Geopolitical Risk Low Low Moderate High High Low High Low Low 
Reserve Base High Low High Low High Moderate High Low Moderate 
Growth Potential High Moderate Low Low High Moderate Moderate Moderate High 
Consolidation Target* Moderate Moderate Low Moderate Moderate Low Moderate Low Low 
Base Metal Content Moderate Low Moderate Low Low Moderate High Low Moderate 
Liquidity Moderate Low High Low Moderate Low High Low High 
poser Moderate High Moderate High Moderate High Moderate Moderate Moderate 
Other: Quantitative Moderate Moderate Moderate Low High High Moderate Low Moderate 
Measures 
Valuation High Moderate Low Low High High Low Moderate High 


* Note: Has potential to change over time due to relative valuation. 
Source: UBS estimates, company reports 


Valuing gold equities is a relative exercise 


In the context of UBS’ improving gold price forecast and recent share price 
performance, and given our thesis that investors should own a portfolio of 
equities, our preferred equities include Barrick, Newmont, Agnico-Eagle, 
Osisko and Alamos for their relative quality in the context of relative value at 
this time. 


We also acknowledge that different investors may prefer a different risk 
weighting than we have used in our selection of stocks. Therefore, we believe 
Table 2 provides a useful framework for investors to select the shares that offer 
their preferred risk characteristics. Given that we believe the gold sector is a 
trading sector and relative valuations change quickly, we highlight a number of 
other equities that offer different potential risk/reward profiles than those offered 
by our preferred equities and could be appropriate as relative valuations change: 


m= For investors willing to take on higher levels of geopolitical risk, we 
highlight Kinross which also has high relative quality. 


m For investors who are willing to pay higher valuations, we believe Goldcorp 
and Eldorado may be appropriate as they both have very high quality as well 
as high valuations. 


m= For investors willing to take on relatively higher development risk, we 
highlight Yamana given the majority of its growth will come from a number 
greenfield projects. 


m For those investors looking for the highest leverage and can tolerate high 
political risk and low liquidity, we believe IAMGOLD and Centerra may be 
appropriate. 


IMG 
Low 
High 
High 
Moderate 
Low 
Moderate 
Moderate 


Moderate 


Moderate 


Moderate 


Moderate 


KGC 
Low 
Moderate 
High 
Moderate 
Moderate 
Moderate 
Low 


Moderate 


Moderate 


Moderate 


Moderate 


NEM 
Low 
High 
Moderate 
Moderate 
Low 
Low 
Moderate 
High 


Moderate 


Moderate 


Moderate 


OSK 
Low 
Moderate 


Low 
Low 
Moderate 
High 
Low 


Low 


Moderate 


Moderate 


Low 


Low 
Moderate 
Moderate 
Moderate 
Moderate 

High 

High 


Moderate 


Moderate 


Moderate 


UBS 5 


North American Gold Producers 7 August 2009 


We have included Franco-Nevada and Freeport-McMoRan in this report as 
special situations, as each company has some exposure to gold, but each also has 
other assets that influence the share price. 


Although Franco-Nevada has a strong balance sheet, some growth, and low risk 
exposure to gold, backed by a strong management team with a track record of 
creating shareholder value, given the recent share price appreciation we rate the 
shares Neutral. 


Freeport-McMoRan is the world’s largest publicly traded copper and moly 
producer. The company also has exposure to one of the largest gold ore bodies 
in the world through its Grasberg mine and therefore is one of the largest gold 
producers. While it is generally considered a copper stock for investment 
purposes, we have included it in this report given its large gold by-product 
production. However, our Buy rating is dependent not only on our positive view 
on the gold price but also UBS’s positive view on the copper price. 


A summary of our ratings and price targets along with the key issues for each of 
the companies is given in the table below. 


Table 3: Ratings and Price Targets 


High growth, low cost, low political risk, long life 


Single asset, low cost, low political risk, exploration upside, strong 


Strong balance sheet, new projects, hedge book, Cu price, long life 
High political risk, low liquidity, exploration upside, short life 
Low cost, long life, strong balance sheet, high political risk 


Well managed royalty company - lower risk, lower leverage 

Long life large copper/moly producer with large gold by-product 

High cost, low political risk, operational risk, short life 

High growth, low cost, low political risk, strong balance sheet, growing 


Short-term decrease in production, development risk, exploration 


Near-term growth, higher political risk, strong balance sheet 
S&P 500 listed, near-term growth, higher political risk, Cu by-product 


Low project risk, exploration upside, re-rating potential 


Company Tickers Current Price Rating Target Price 
Gold 
Agnico-Eagle AEM.TO/ AEM.NYD $60.51 Buy $68.00 
Alamos AGI.TO C$ 10.25 Buy C$ 11.50 balance sheet, short life 
Barrick Gold ABX.TO / ABX.NYD $35.75 Buy $48.00 
Centerra Gold CG.TO C$ 7.15 Buy C$ 9.25 
Eldorado Gold ELD.TO / EGO.TO $10.89 Neutral $10.50 
Franco-Nevada FNV.TO C$ 26.94 Neutral C$ 30.00 
Freeport- 
McMoRan FCX.NYD $63.99 Buy $66.00 
Gammon GAM.TO/ GRS.NYD $6.77 Neutral $8.00 
Goldcorp G.TO/GG.NYD $38.20 Buy $42.00 hace imetals 
IAMGOLD IMG.TO/IAG.NYD $11.45 Buy $13.00 f 

upside 

Kinross Gold K.TO/ KGC.NYD $20.57 Buy $23.00 
Newmont NEM.NYD $42.32 Buy $56.00 
Osisko OSK.TO C$ 6.96 Buy C$ 9.00 
Yamana Gold YRI.TO / AUY.NYD $9.44 Buy $11.00 


Source: UBS estimates; As of August 6, 2009 


Lower costs, development risk, large copper by-product 


UBS 6 


North American Gold Producers 7 August 2009 


Gold market fundamentals 


Overview 

Gold is an unusual commodity. Unlike 
other commodities there is no scarcity 
of gold due to large above ground 
stocks 


Gold is an unusual commodity. Over the past several decades there has been no 
clear societal need for the metal, but demand has consistently exceeded flat-to- 
declining production levels. A sizable recycled scrap market has filled the 
production-demand gap along with central bank sales, investor hording or dis- 
hording and hedging. Unlike other commodities where inventories are measured 
in weeks or months of consumption, there is no scarcity of gold. Above-ground 
stocks are equivalent to 40 years of consumption — half of this in metal that can 
return to the market with minimal refining, or none at all. 


Over the past few decades the majority of gold demand was for jewellery, 
although historically gold has had a role as money — or as an asset backing 
money. Notably, due to gold’s scarcity, silver has had a greater role as money 
than gold historically: we sometimes refer to these precious elements as 
“monetary metals”. Investment demand—physical and via derivatives—remains 
an important component of the demand for gold, and increases in price are 
virtually always triggered by investment demand rather than jewellery market 
buying. 


Gold’s vast above ground stocks result in an unusual set of supply and demand 
drivers for the metal. The most significant drivers of the gold price are, in 
approximate order of importance: 


m= Investment / disinvestment; 

m= Scrap supply; 

m= Jewellery demand; 

m Producer hedging / dehedging 

m= Central Bank sales or purchases (since 1999 and 2008); 
m Mine supply; and 

m Industrial demand. 


In our opinion, the price of gold is primarily determined though the interaction _ We believe the price of gold is primarily 
of current and potential gold investors as opposed to traditional supply and _ driven by current and potential gold 
demand fundamentals. If the holders of above ground gold stocks (“stock investors 

holders”) consider the metal overpriced, they will either sell jewellery holdings 

(as scrap) or their investments in gold. If stock holders think gold is cheap and 

investors agree, then stock sales (scrap and disinvestment) will slow and new 

investment will increase. Small changes in annual mine supply, jewellery 

demand or industrial demand are relatively unimportant: an extra 100 tonnes of 

mine supply or jewellery demand in a single year is relatively unimportant 

considering the 163,000 tonnes stock of gold above ground. 
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In a slightly circular argument, however, we believe supply and demand 
fundaments affect the price of gold indirectly by providing signals that influence 
current and potential stock holders. For example: 


m= If new mine supply was increasing at a rate of 8-10% per year (as was the 
case in the mid-1980s), it suggests that the gold price is probably too high 
because it has created an incentive for mining companies to successfully 
explore for gold, and these efforts could rapidly increase the stock of gold. 
(We also note mine supply growth is partly a function of exploration 
success); Or 


m If the jewellery market is growing rapidly year on year, it suggests that 
relatively long-term holders of gold are keen buyers and that the price may 
rise. Alternatively, when refineries are inundated by vast amounts of 
jewellery scrap (as was the case in the first quarter of 2009) it suggests that 
the stock holders are selling gold because the price is too high — or that they 
have pressing need of the cash tied up in gold investments. 


We will now consider the major elements of supply and demand for gold and 
highlight the potential indications contained therein and their importance to 
current and potential gold investors. 


Gold supply 
Mine production 


As shown in Chart 1, mine production is the largest component of supply to the 
market, although it has declined over the past few years. Mine output peaked at 
2,645 tonnes in 2001, ironically the year when the average gold price at $271/oz 
was the lowest since 1978. Between 2001 and 2008, mine supply fell by 8.7% to 
2,416 tonnes according to GFMS, and we expect further declines in coming 
years. Poor profitability was not the major reason for declining gold mine 
production, although it has contributed to some closures or scaling back in some 
operations. Rather the main problem is that of maturity of many of gold mines — 
especially in South Africa and the other ‘Big 4’ gold producers of the US, 
Australia and Canada. In these countries, too few new mines or production 
expansions were commissioned to offset closing mines or production cut-backs 
due to ore reserve depletion and or declining grades. 


We believe supply and demand 


fundamentals affect the gold price only 


indirectly by providing signals to 
current and potential investors 


Largest component of supply - mine 


production - continues to fall 
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Chart 1: Gold Supply and Demand Model (tonnes) 
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Source: GFMS and UBS estimates 


Exploration has not been very 


Exploration expenditure — one leading indicator of new projects and production 
successful 


expansion — declined sharply from 1997, and troughed in 2004, according to 
MEG (the Metals Economics Group). Although gold exploration expenditure 
increased sharply over the past few years (Chart 2), we have seen few, large and 
high quality discoveries reported. Despite lofty gold prices, we see no net 
increase in gold mine supply for the foreseeable future: since major mines take 
up to five to 15 years to come into production, the foreseeable future in this 
trend is quite a long time. If anything, the financial crisis that has been partly 
responsible for the move higher in the gold price in 2008 and 2009 will help 
slow new mining projects as the credit crunch has hit the financing of new gold 
mines. However, this is less of a problem than for some other commodities due 
to the current high metal price. 


Chart 2: Exploration Expenditure 
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Source: Metals Economics Group 


Production has increased in some countries over the past few years: China, for 
example, became the largest gold producing country in 2007, due in part to its 
own production growth (but more because of declines in South African and US 
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production). Russia and Ghana have also experienced increases in production 
over the past few years, but this additional supply has failed to offset declining 
production in other countries. We do not foresee this trend changing soon, and — 
barring a sharp increase in gold discoveries — perhaps at all. 


Declining gold mine supply sends a positive signal to holders or potential 
holders of gold. The profitability of most of the industry sends a neutral signal. 
On the one hand gold mines are not closing because they are unprofitable, but 
the levels of profits and cash flow are not extraordinarily high — hence a neutral 
signal. 


Stock of gold above ground - extremely large 


Annual gold production from mines is about 2400-2500 tonnes per year. The 
stock of gold above ground was about 163,000 tonnes at the end of 2008 (Chart 
3), supporting our assertion that the most important determinant of the gold 
price is the opinion of current and potential holders of gold. 


Chart 3: Disposition of Gold (tonnes), End-2008 
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Official sector and gold 


Central banks hold the second largest amount of above-ground gold, and their 
activities have been one of the most closely followed elements of the gold 
market for the past two decades. Central banks in developed markets have the 
largest gold holdings (legacies from the gold standard and Bretton Woods 
agreement). The general trend has been for gold sales from European central 
banks, and with much less buying to offset these sales, the official sector has 
sold gold on a net basis every year since 1989, as shown in the chart below. 


The stock of gold above ground is 


extremely large 
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Chart 4: Central Bank Sales, 1991-2010E 
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Source: GFMS; UBS estimates 


Sales of gold from central banks in the late 1990s contributed to a negative 
sentiment towards gold as an asset, although the flows themselves were less 
significant. Gold tended to fall when the sale was announced — as a reaction to 
the bad news — rather than when the disposal had been affected. This behaviour 
shows the importance of signals to the holders and potential of gold, rather than 
the flows themselves. 


The decline in the gold price between 1996 and 1999 was accompanied by 
announcements from the central banks of Belgium, Australia, Holland, etc. of 
disposals, and each sale prompted fears of further sales. The low point in gold 
occurred in 1999, after the UK announced that it would sell a little more than 
half of its gold holdings. Gold quickly traded down to lows just above $250/oz 
(the UK sold its gold via a series of auctions ran by the Bank of England that 
eventually realised an average price of about $275/oz). 


Central Bank Gold Agreements 


Realising that their gold sales had become a contentious and market-moving 
event in the gold market, European central banks announced in September 1999 
an agreement capping their gold sales at 400t per year for five years. The news 
of this immediately triggered a sharp rally in gold, which raced up to $340/oz — 
triggering problems for hedged producers Ashanti, Cambior and others. Gold 
did not hold these gains and traded back towards previous lows, with the 1999 
low of $252/oz matched again in 2001. 


The agreement was a considerable success as it made sales by signatories much 
less of a market-moving event, not because it resulted in slower sales (as shown 
in Chart 4), but because it removed the possibility of the signatories dumping 
gold onto the market. Effectively, the agreement relegated the issue of European 
central bank gold sales to a much less important factor in the gold market. In 
March 2004, about six months ahead of the expiry of the first Central Bank Gold 
Agreement (“CBGA1”, also known as The Washington Agreement), a second 
agreement was announced (“CBGA2”), very similar to CBGA1. The difference 
was that the UK did not sign (it declared that as it had completed its gold sale, it 
had no need to participate) and the annual cap in the sales increased to 500t: 


Central bank gold sales slowing 


Central Bank gold sales are partially 


regulated 
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after all, the gold price then stood at about $400/oz, and the signatories still had 
a lot of gold to sell potentially. 


Chart 5: Central Bank Gold Holdings in a Reserve Perspective, 2009 
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Source: IMF, World Gold Council, UBS 


CBGA2 will expire in September 2009. 


The issue of European central bank sales appears much less important for the 
gold market now compared with a decade ago, probably for the following 
reasons: 


m Many of the obvious European sellers have completed their sales including 
the UK and Switzerland: many other central banks that are still selling have 
now much less gold than they did before; 


m Recent sales under CBGA2 failed to meet their full allowance with two large 
holders — Germany and Italy — apparently unwilling to sell gold despite their 
large holdings and the large proportion that gold makes up of their foreign 
reserves; 


m Gold prices are much higher and have been generally rising for eight years. 
Many market participants may have forgotten the fear and despondency 
about seemingly endless and unconstrained gold sales in the late 1990s; and 


m= The most important reason may be signs that other central banks are buying 
gold, especially two of the largest three central banks by foreign reserves. 


Russia and now China now buying gold 


One factor that played a role in the strong performance of gold in the second 
half of 2005 was the statement by Maria Guegina of the Central Bank of Russia 
at the London Bullion Market Association’s annual conference that the bank 
wanted to have 10% of its reserves in gold. Although there was nothing new in 
this statement — the Central Bank of Russia (“CBR”) had made similar 
statements previously — the news appeared to galvanise the market. The CBR 
had rapidly growing foreign exchange reserves due to high oil and natural gas 
prices, and any move to 10% of its holdings in gold would be a substantial 
purchase. The CBR has added to its gold holdings since the statement in 2005, 
but not through large scale purchases. Rather, we believe the bank appears to be 


European central banks have the 


greatest proportion of reserves in gold 
and have been the largest sellers of 


gold 


Russia and China buying gold - a 


positive signal for gold 
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buying about five tonnes of gold each month from domestic gold miners. The 
CBR held 536.9t of gold as of June 2009, making up about 4% of its foreign 
exchange reserves. At the current rate of purchases, and assuming static foreign 
exchange reserves and gold prices, the CBR will be buying gold for the next 
decade to reach its 10% target. 


Chart 6: World Official Gold Holdings (December 2008) 
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Other central banks have also bought gold in the past few years including 
Argentina, Qatar, etc. However, the most significant news about central banks 
and gold came in April 2009, when China announced that it had added 454t to 
its gold holdings since 2003 — the last time China had announced any changes to 
its gold holdings. With this announcement, China held 1054t of gold in its 
foreign reserves, making up less than 2% of its total holdings. 


Since China’s important announcement we have fielded many requests from 
other central banks about gold, indicating that the issue has become more urgent 
now that China has joined Russia in demonstrating that large central banks can 
buy gold as well as sell it. This is another example of the importance of the 
signalling the value of events to current and potential gold investors. 


International Monetary Fund (“IMF”) gold sales 
IMF sales of gold limited, in our opinion, 


For central banks considering adding to gold reserves, a one-off opportunity to 
absorbed easily and likely a positive 


buy a decent amount of gold will probably be presented in late 2009 or 2010. : 
The IMF plans to sell 403.3t (and only 403.3t) of its 3217.3t of gold, assuming signal 
that shareholders give approval. The proceeds will be used to help poor 
countries. Because of the limited nature of the sales and the use to which the 
proceeds will be put, we expect shareholders, which are member countries, to 

approve the proposal, with 85% of shareholders approval required. The US 

holds 17% of the shares and therefore has an effective blocking stake on this 

issue, so the passage of an act of Congress authorising the voting of the US’s 

shares was a particularly significant step in the approval process. We expect the 

IMF’s limited gold sale to be authorised in 2009 and for sales to start soon 
thereafter. 
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The IMF has stated that the sales will be done in a manner that will not disrupt 
the gold market, and fact sheets on its website strongly suggest that the sale will 
be conducted in one of two ways: 


(1) Gold will be sold under the terms of the central bank gold agreement, and it 
will not result in an increase in the agreed amount of gold sold; or 


(2) The IMF contemplates the sale of gold to other sovereign institutions — 
implying that the IMF would sell directly to one or more central banks. 
This would prevent the gold from hitting the market and would not put 
pressure on the gold price. 


If the IMF were to sell this limited amount of gold to one or more central banks, 
this would be taken positively by the gold market, especially if the buyer were 
China or another central bank with large foreign exchange reserves and a small 
proportion in gold. 


In conclusion, there are growing indications that the trend of large and persistent 
net sales from central banks may be ending. Rather than the sale of an 
anachronistic or legacy asset, the central bank community appears more likely to 
be composed of sellers — from those with too much gold — and buyers from 
those that have no gold or too little. 


Sale of old jewellery scrap 


In order of size of holdings, the holding of gold as jewellery is the most 
important potential source of supply from above ground stocks. Indeed, that has 
been the case every year over the past decade, accounting for roughly double the 
proportion of total supply as central bank sales, even if the latter probably gets 
ten times the media attention as does the supply of scrap from old jewellery. 


The drivers of jewellery scrap sales vary enormously between various markets 
with a clear developed / emerging market split: 


In developed markets gold jewellery retails for up to 400% of the intrinsic value 
of the metal, even for simple low valued-added products like 9ct gold wedding 
bands (incidentally, this is why high street jewellers can run “50% off” sales and 
still stay in business). Therefore, the gold price would have to move at least five 
times higher for a European or US buyer to sell gold back at a profit to the 
original retail price. As a result, scrap sales in developed markets are driven by 
damage, death, divorce, and destitution. High prices play a role in developed 
market scrap sales, however, in that they encourage scrap collectors to set up 
new collection channels and to advertise for business. It is slightly ironic that the 
economic fears that have encouraged gold investors to buy record amounts of 
investment gold have also driven some holders of gold jewellery to sell back to 
the market. 


One member of our precious metals sales team has attended three “Gold Rush 
Parties” in the past six months, where a friend has hosted a scrap collector and 
invited her friends to come and bring broken or unused jewellery to sell for cash: 
anecdotally gifts from ex-husbands and boyfriends are more likely to be fake or 
lower than expected purity. With the recent run-up in gold prices, additional 
gold scrap channels have developed across many developed markets and not just 
at pawn shops. Mid-to-high-end jewellery shops along Bond Street, Fifth 


Scrap is the most important source of 
supply from above ground stocks... 


..and mostly a function of price and/or 


economic hardship 
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Avenue and Bahnhofstrasse have signs outside saying “we buy gold,” and it is 
nearly impossible to watch daytime television in the US or UK without seeing 
advertisements to sell gold back using innovative techniques. 


In emerging markets gold jewellery retails for a much lower premium to 
intrinsic value making scrap supply more mobile. When the rupee-denominated 
gold price moves quickly higher in India, for example, a potential gold jewellery 
buyer is more likely to take in an older out-of-fashion piece of jewellery and use 
this to partially-fund a new purchase. The practice of holding a substantial 
portion of a family’s savings in gold jewellery also promotes increases in scrap 
sales during periods of drought or other economic hardship. 


Chart 7: Quarterly Jewellery Scrap Sales Since 2004 
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The combination of the recent financial crisis, global economic growth recession, 
higher gold price and — unusually — a simultaneous period of US dollar strength 
lead to a surge in the sale of scrap gold in late 2008 / early 2009 (Chart 7). 
Economic hardship gave some the need to sell, while high gold prices — 
especially in some important gold consuming currencies such as INR, TRY and 
EUR — gave jewellery holders the incentive to sell. Scrap sales slowed again 
after the Q109 surge, but further strength in gold will likely prompt renewed 
waves of strong scrap jewellery sales, as many new channels have been opened. 


Gold demand 
J ewellery 


Over the past decade jewellery has been by far the largest demand application, 
accounting for 76% of total supply. Although this was the dominant source of 
demand over the period, demand has fallen to 2,159 tonnes in 2008 from a peak 
of 3,342 tonnes in 1997. Many factors have played a role in this decline, the 
principle one being the more than tripling of the US dollar-denominated gold 
price between 2001 and 2008. Chart 8 below shows the decline of jewellery 
demand since 1996. 


Jewellery is the largest source of 
demand... but declining 
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Chart 8: Gold Jewellery Demand 1996-2011E 
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But apart from the overall decline in jewellery demand, a number of interesting 
trends have developed. First, jewellery demand from emerging markets — always 
important to the gold market — has become an increasing proportion of global 
market share. Over the past decade eight out of the top 10 gold jewellery 
consuming countries were emerging markets. Only two developed markets, US 
(second) and Italy (tenth), featured in the top 10 consumers, which in total were 
responsible for two-thirds of jewellery demand. Second, the two most important 
jewellery consuming countries over the past few years — India and China — are 
experiencing rapid economic growth. In India, jewellery demand has stood up 
well despite much higher prices, while China has experienced absolute growth 
over the decade despite the more-than tripling of the gold price. 


We expect continuing growth in rapidly growing emerging markets will limit 
the decline in jewellery demand, and if the gold price experiences a period of 
sustained falls, we would expect absolute and potentially rapid growth in 
jewellery demand from many of these emerging markets, much as has been seen 
in Chinese platinum jewellery demand following the halving of the price from 
2008 highs to 2009 lows. 


As well as annual statistics and long-term jewellery market trends, jewellery 
demand provides important shorter term information to the gold market. Most 
jewellery buyers are price sensitive. They are typically unwilling to chase a 
rising gold price with buying and would rather wait for corrections to bargain 
hunt. This bargain hunting varies in strength, with different regions buying at 
different times of the year, but when strong demand is seen from multiple 
regions, it has regularly called a major support level in the gold price over the 
past few years. 


Emerging market jewellery demand is 
growing 


Jewellery buyers are price sensitive 
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Chart 9: Top 10 Jewellery Consuming Countries, 1999-2008 


India 
20% 


Other 
34% 
United States 
Russia 12% 
2% — | 
Italy eae “China 
3% , 


9% 


Indonesia _~ an ‘UAE Saudi Arabia ae 
3% 3% 3% 5% 6% 


Source: GFMS 


We monitor quarterly jewellery demand trends from published information such 
as trade bodies, import statistics and data from the World Gold Council and 
GFMS. We also examine (and calculate) premium and discounts in important 
markets such as Turkey, Singapore, Japan, etc., as these also give important 
signalling value about the strength of local market buying or selling. 


UBS also has an active physical gold sales business and is one of the largest 
players in trade to India, China, other important Asian countries and Europe. 
The very active business with Indian clients — where multiple (but small) 
transactions occur every day — has allowed us to draw up a database of daily 
sales, unfortunately only going back to late 2006. This data, where 100 is the 
average of our 2007 sales, is shown in Chart 10 below. 


Chart 10: UBS Gold Sales to India From 2007 
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The unprecedented strength in buying from India clients in September and 
November last year offer partial explanation why gold was supported during the 
broad commodity sell-off in the second half of 2008. Once speculative and 
investment liquidation was completed and supply had been absorbed by 
jewellery buying from India and other markets, gold could then rally again. 
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We believe the signals generated from short-term trends in the jewellery market 
are extremely important in helping to identify buying opportunities in gold, 
especially if strong jewellery demand is combined with reduced speculative long 
positioning in the gold market. We discuss this in more detail under investment 
demand. 


Industrial demand 


Gold has some industrial applications, most significantly in the electronics 
industry where gold is used for very fine bonding wire. Although other metals 
are better conductors of electricity, the inert nature of gold, together with its 
physical properties make the metal perfect for this application. Electronic usage 
of gold has grown a lot over the past decade, but this demand is obviously 
related to industrial production growth and will probably slow sharply in 2009 
and remain weak until the global economy recovers. In 2006 and 2007, usage of 
gold in electronic applications was more than 300 tonnes and accounted for 7% 
of total gold demand between 1999 and 2008. 


Other applications for gold include dentistry (which accounts for about 50-60t of 
gold demand per year) and what GFMS terms as “other industrial and decorative 
uses,” which accounts for about 80-90t of gold per year. 


There are a lot of other potentially important non-jewellery, non-investment uses 
for gold in the pipeline according to the World Gold Council (“WGC”), 
including as a catalyst. Gold’s catalytic abilities have been highlighted 
previously, but the WGC is excited by the use of a gold-based catalyst to 
remove mercury from power station emissions and to have a potential 
application in automotive exhaust catalysts. Both of these applications are 
potential rather than actual, but for those interested in industrial applications of 
gold, the website of the World Gold Council www.gold.org is a useful source of 
information. 


Despite solid demand from industrial applications, unless a ‘killer application’ 
for gold is discovered that would substantially increase the usage of the metal, 
we do not believe industrial demand conveys much useful information to 
holders or potential buyers of gold. 


Producer hedging 


In addition to producing gold, mining companies’ affect demand and supply 
through their forward sales activities. The simplest and most common producer 
hedging activity is best explained as follows: 


m A producer agrees with a commercial bank (ie, not a central bank) to deliver 
a stated quantity of gold at a known future date at a guaranteed future (or 
forward) price; 


m The bank is able to make the guaranteed price by borrowing gold, either in 
the inter-bank (OTC) market or directly from a central bank, at the gold lease 
rate. The bank then sells this borrowed gold into the spot market and invests 
the currency proceeds at an interest rate for the tenor of the guaranteed price; 


Short-term jewellery demand can be an 


important signal for gold 
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m The guaranteed or forward price is simply the spot price plus the difference 
in cost of borrowing gold and investing the currency — usually but not always 
the US dollar — multiplied by the tenor and the spot gold price; 


m On the maturity date of the forward sale, the gold producer delivers the 
stated quantity of gold to the commercial bank, which repays the borrowed 
gold to the market counterparty or central bank. The commercial bank pays 
the producer agreed price using the original sales proceeds plus accrued 
interest less gold borrowing costs. 


Two related factors influence the decision to undertake additional gold forward 
sales: expectations for the gold price; and the shape of the gold forward curve. 
In the 1990s, a broadly static gold price and high interest rates — especially in 
some important producer currencies such as the Australian dollar (“AUD”) 
resulted in an apparent risk-reward profile for producers to sell gold forward. 
AUD interest rates approached 20% in the late 1980s and remained high for 
most of the 1990s. US interest rates did not get to that level, but even so, one- 
year gold-USD swap rates averaged 4.1% during the 1990s, with a high of 7.9%. 


But the most important factor behind the decision to hedge is the outlook for the 
gold price. The decline in the gold price between 1996 and 1999 prompted 
acceleration in new producer hedging, as shown in Chart 11. 


Following the sharp move higher in the gold price after the announcement of the 
Central Bank Gold Agreement in September 1999 (discussed before), a number 
of gold mining companies had well-publicised difficulties with their gold hedge 
books, including Ashanti and Cambior. These incidents, together with the 
apparent basing in the gold price, led to a re-assessment by investors and mining 
companies about hedging. Each year since 1999 has seen gold mining 
companies cut their hedge books in aggregate. 


If the gold mining industry increases its aggregate hedge book, this contributes 
to accelerated supply of gold to the market. A new five year forward sale means 
that gold that will be produced in five years time is sold into the market now. 
Similarly the unwind of a forward sale reverses this flow: a gold company that 
phones up a bank to close out its hedge book causes gold to be bought. Even 
allowing a forward sale to mature normally — but not replacing the forward sale 
with another one — has a positive impact on the gold market. The gold supply 
and demand balance was not helped by aggregate producer hedging in the 1990s, 
but the running down of the aggregate producer hedge book since 1999 has been 
a positive factor in the gold market. It is a factor that will come to an end soon. 
According to GFMS, the delta-adjusted total outstanding gold hedge book stood 
at only 605 tonnes, much less than the peak of more than 3200 tonnes. Two- 
thirds of the global hedge book is held by AngloGold Ashanti and Barrick Gold, 
and these two companies accounted for ~67% of de-hedging activity in 2008. 


Producer hedging / de-hedging is a 


source of supply and demand for 
gold... 
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Chart 11: Producer Hedging and De-hedging 
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We expect the rate of producer de-hedging to slow sharply between 2009 and 
2011 (Chart 11). We forecast a reduction of 100 tonnes per year over this period, 
much less than the average of 289 tonnes seen between 2000 and 2008. This will 
mark a less positive factor for the gold market over the next few years, but this 
is unlikely to send a major signal to holders of gold or the potential buyers. The 
impact of hedging and dehedging is not well understood outside of the bullion 
market, and the change is small compared with other factors in the gold market, 
especially investment. 


Investment demand 
Private investment in gold 


At the end of 2008, private investors held almost as much gold as central banks 
according to estimates from GFMS, and if recent trends continue, private 
investors will soon overtake the official sector as the second largest holders of 
gold (see Chart 3 on page 10). If this occurs, it will be due more to strong 
investment buying since the middle of 2008 rather than due to rapid Central 
Bank sales, which have slowed in recent years. 


Chart 12: Rolling 12m Total Gold Investment Since 2004 
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Investor and speculative buying of gold are the most important drivers of the Investment demand is the most 

gold price — at least in the short to medium term. Over the course of a year, the —_ important driver of the gold price in the 
jewellery trade has (so far) always bought more gold than investors and _ short to medium term 

speculators, and in some years gold mining companies (through producer buy- 

backs) or even industrial users have purchased more gold than investors. But 

unlike the other categories of buyers, investors and speculators will buy gold in 

a rising market: higher prices can trigger more buying, either by technically- 

based traders who add to positions when important levels are broken, or more 

simply the publicity that accompanies a sharp move higher can generate a herd 

effect with investors jumping on the bandwagon. 


How do we track investor demand? 
Tracking investment flow is challenging, 


Given we believe investment demand is the most important driver of the gold 
but important 


price — at least in the short to medium term — we attempt to follow investment 
trends closely. But it is only possible to gain an indication of investment flows 
in gold because of the diverse nature of the flows, many of which are opaque 
due to their OTC nature. We monitor flows in the following manner: 


m= COTR Report: The weekly report on positions held by non-commercial 
positions in US futures markets produced by the CFTC is released each 
Friday after futures markets close. Historically the changes in the positions 
held in Comex have been the most important short-term driver of the gold 
price due to the fickle nature of the holders of positions who are quick to take 
profits when the price action changes. 


= Tocom Open Interest: There is no COTR report for Tocom futures, but 
daily open interest changes combined allow an order of magnitude estimate 
of positions held by Tocom participants to be estimated. In the 1990s and 
early 2000s, Tocom positioning was occasionally the most important short- 
term driver in the gold market, although a structural decline in positions in 
Tocom since 2005 has made this market much less important. 


m Exchange Traded Funds: Since the launch of the first Exchange Traded 
Funds (ETFs) in 2003, we have monitored their progress occasionally. With 
the approval of the US-listed products, the gold held by the ETFs increased 
sharply, and we started to formally monitor them more frequently (on a 
weekly basis). However, the surges of new creations that took place in the 
first quarter of 2009 encouraged us to update the holdings of the nine 
physically-back ETFs daily. Although inflows slowed sharply, and there is 
evidence of some investors switching from ETFs into physical gold holdings 
due (in part) to the 40bp annual cost of holding gold via ETFs, we continue 
to monitor these holdings daily. 


m OTC flows: UBS is a major player in the gold market and our position 
allows us to glean indications of the overall OTC investment flows. 


m= Coin and investment bar flows: Although little information is available on 
these flows, UBS’s position in the gold market allows us to estimate appetite 
for coin and bar demand. However, the confidential nature of much of the 
information reduces its usefulness in published research and strategy. We 
monitor coin production, where public, such as from the US mint, which 
produces monthly coin sales data on its website. 
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WGC / GFMS data: the quarterly investment information produced by GFMS 
for the World Gold Council’s “Gold Demand Trends” is the best comprehensive 
information available, although it is produced with a couple of months’ lag to 
the quarter end due to the mass of information to be collected and collated. 


Why own gold? 


The next section discusses why investors own gold. The rationale behind 
owning gold for other than short-term speculative reasons can be divided into 
two major categories: 


m Safe heaven status. Gold has traditionally been a safe haven asset, 
something that some investors turn to when they are scared — with both 
financial market concerns and geopolitical worries triggering buying. When 
risk appetite is increasing, purchases of gold by investors slow as they chase 
higher returns. 


a Diversification. The metal is held by some investors as a portfolio 
diversifier with its low — or in some cases negative — correlations to the 
returns of other asset classes, making the metal a potentially useful addition 
to a portfolio. 


Safe haven trade 


Gold has as special place in investors’ hearts, especially those who have been 
scarred by inflation or the collapse of currencies. Many older European investors 
we speak to talk of the devastating hyperinflation seen in Germany as the 
rationale for owning some of their net worth in gold, even though very few are 
old enough to have lived through the event, let alone remember it. A similar 
rationale drives investors in other regions, especially those who worry about: 1) 
the debt-financed nature of economic growth over the past couple of decades; 2) 
the growth of government; increased fiscal deficits; 3) loose monetary policy; 4) 
the consequences of quantitative easing; and 5) the heart of the fiat money 
system: governments and central banks have “fooled” citizens and investors into 
believing that pieces of paper that they issue are worth something, although 
nothing tangible backs the currency or government debt. 


There are a minority of investors believe the final end-game to the global 
financial crisis will be a collapse of currencies — sometimes described as a 
collapse in the US dollar. However, many investors recognise that the problems 
facing the developed world are similar and that the US dollar is not the only 
currency that could face problems. They worry that a collapse in the global 
financial system will necessitate a return to the gold standard: having fooled all 
of the people into believing that pieces of paper are actually worth something 
once, it is unlikely that people will accept anything other than a tangibly backed 
currency ever again. Although gold has little utility, it is arguably the only 
physical asset that combines liquidity, value-density, indestructibility, low 
storage costs and a track record as a monetary asset (although silver also fits into 
some of these categories too). 


Gold is viewed as an attractive save 


haven if investors fear: 


- currency debasement 
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Following the failures of Bear Sterns and Lehman Brothers in 2008, a close 
relationship could be seen between gold and signs of financial market distress. 
The following chart shows how euro-denominated gold (a simple method of 
stripping out US dollar effects on the dollar-denominated gold price) tracked 
two-year swap spreads in 2008. However, the relationship broke down in 2009 
after governments and central banks realised — and stated publicly — that they 
would not allow any systemically important bank to fail. 


Chart 13: Swap Spreads and the Gold Price From 2008 
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Another related argument is that the financial system will survive the current 
crisis, but at a consequence of much higher inflation. Some clients look to the 
stagflation of the 1970s and early 1980s as an example of what may be in store 
for investors. Gold’s qualities as a financial asset that cannot be printed by 
central banks or debased by government debt make it attractive to investors 
looking to protect themselves against a period of high inflation. 


There is no inflation problem apparent in 2009, and our economists argue that 
high inflation is inconsistent with a credit crunch and that there will be no high 
inflation until output gaps are closed by returning economic growth. This has 
not, however, prevented investors from worrying about the prospects for higher 
longer term inflation. We monitor market inflation expectations from the 
difference between the prices of US inflation protected bonds and normal 
Treasuries, and we look at the five-year period that starts in five years (so-called 
five-year, five-year-forward breakevens). Chart 14 below shows market inflation 
expectations against the gold price. 


- financial crisis 


- inflation 
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Chart 14: Market US Inflation Expectations and the Gold Price From 2008 
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We do not believe the simultaneous increase in inflation expectations and gold 
price in 2009 are a coincidence. Notably, for all the large increase in breakevens 
in 2009, the market is expecting no higher longer term inflation than has been 
typical over the past five years. Although the market is no longer fearful of 
deflation, there is no sign of widespread anticipation of much higher inflation — 
yet gold has traded much higher on the back of investment demand at least 
partly driven by inflation concerns. We wonder how many more investors would 
be attracted toward gold should the concerns we have noted about the prospects 
for long-term inflation become more acute and widely held. 


Gold often rallies during periods of geopolitical tension, especially wars that 
threaten oil supply or following attacks on the United States. This tendency was 
demonstrated in the run-up to both Gulf Wars and in the days immediately 
following the 9/11 attack on the United States. (However, gold fell sharply on 
the day of the ground assault of Gulf War 1, and just before the ground offensive 
of Gulf War 2.) Based on our participation in the gold markets during these 
events, we believe the initial reaction to unexpected geopolitical events is 
triggered by speculative short covering, whereas a steady build-up in tension 
appears to encourage investors and speculators to build long positions. From our 
perspective, geopolitical tensions are not a good reason to increase holdings in 
gold. However, covering shorts in anticipation that others might buy does have a 
certain logic. 


The dollar-denominated gold price almost always moves against the direction of 
the value of the US dollar. Most dollar denominated commodities share this trait, 
but the relationship between the US dollar and gold is the most persistently 
negative and the most robust. The following chart shows the rolling correlation 
of log daily returns of gold and the trade-weighted US dollar since 1975. 


Gold can rally during political tension, 
but this is not the best reason to buy 


gold 


A weak US dollar is generally good for 


gold 


UBS 24 


North American Gold Producers 7 August 2009 


Chart 15: Correlation of Gold and the US Dollar 
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Chart 15 shows that, apart from short periods, gold performs well when the US 
dollar is weak. While the relationship is not constant, over the long term gold 
appears to be the most reliable commodity to hedge against — or profit from — 
US dollar weakness. 


Gold’s place ina portfolio 


Over the past year, interest in precious metals — and in particular in gold — has 
increased. The reasons are not surprising. In the tumult of the past 12 months, 
gold has held its value better than many assets. Moreover, this decade gold has 
performed strongly. Finally, interest in gold has spawned the development of 
exchange-traded gold funds and other vehicles that enable investors to gain 
exposure to gold at low cost, with improved liquidity, and without having to 
take physical delivery. 


In response to this interest, Larry Hatheway and Kenneth Liew from our global 
asset allocation team examined gold’s place in a portfolio in an edition of their 
Weekly Weight Watcher dated 24 July 2009, where they took a closer look at the 
merits of including gold in multi-asset portfolios. They examined gold’s 
performance in terms of returns, volatility, and correlation to other liquid assets, 
such as stocks and bonds. They then assessed gold’s portfolio diversification 
properties, including over distinct sub-periods (such as high and low inflation, or 
high and low equity risk premium episodes) that shed light on gold’s potential to 
add diversification when it is most desired. 


Larry Hatheway and Kenneth Liew found that over the period during which gold 
prices have freely fluctuated (ie, since the early 1970s) gold has produced sub-par 
risk-adjusted returns. That is mainly due to its high volatility. However, gold’s 
‘optimal’ weighting in multi-asset portfolios varies considerably according to the 
‘state’ of the world. Gold has done best when inflation, risk aversion and/or 
interest rates were high (and rising), or when the dollar was trending lower. Gold 
has underperformed when economic and financial conditions were broadly stable. 
The evidence offers support, therefore, for the notion that gold’s chief attribute 
may be to offer portfolio protection against ‘tail risk’. 


Gold offers portfolio diversification but 
has high volatility, so it usually 
produces sub-par risk-adjusted returns 


Gold optimal weighting therefore varies 
according to the “state of the world” 
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In summary, gold’s high volatility implies that it has been worthwhile to hold 
significant gold allocations only when returns are expected to be high or when 
the benefits of low correlation were most highly prized. Unsurprisingly, 
therefore, gold’s merits in a multi-asset portfolio have been contingent on 
prevailing macro conditions. They concluded as follows: 


m= Portfolio demand for gold is based on its return and correlation 
characteristics; 


m Historically, long-term gold returns have been modest, but volatility has been 
very high. Thus, gold has shown poor risk-adjusted returns over the period of 
freely fluctuating gold prices. Optimal allocations, on average, were low 
despite the benefits of its low cross-asset correlations. The optimal long-term 
gold weight has been around 1% of multi-asset portfolios; 


m= Gold has performed best when inflation, risk aversion and interest rates were 
rising and when the dollar was depreciating in trend fashion; 


m Gold returns were poor when economic and financial conditions were 
broadly stable; and 


m Overall, one of gold’s main attributes is that it held its value best during 
periods of macroeconomic and market extremes. Accordingly, gold has 
offered diversification benefits when they were most coveted. 


The full report is available on request. 


Gold price outlook 


The following section is taken from the UBS Global I/O: Commodity prices 
revised: “Stronger outlook for 2010E”, dated 6 July 2009. 


We had expected gold to peak in 2009 and to head lower thereafter. But the 
prospects of a weaker US dollar from 2010 onward will keep gold moving 
higher in 2010. We now forecast that gold will average US$1,050 in 2010, up 
from US$900/oz previously. However, we have lowered our forecast for the 
balance of 2009 and now foresee gold averaging US$984/oz for H209 to take 
the average for the year to US$950/oz. The unprecedented investment demand, 
which drove the gold price to above US$1,000/oz, slowed sharply in the second 
quarter, as equities and other risky asset classes posted a strong performance. 
Chart 16 shows the monthly change in gold holdings of the nine physically- 
backed ETFs that we monitor. In February the rate of increase in holdings 
peaked at 9moz per month, but this has slowed sharply in the second quarter, 
adding only 1.3moz between March 31 and 25 June compared with 13.9moz in 
the first quarter. 


Gold performs best when inflation, risk 
aversion and interest rates are rising 


and the US dollar depreciates 


UBS expects gold to average US$1,050 


in 2010; supported by: 


- weaker US dollar; 
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Chart 16: Change in ETF holdings 


Change in Holdings of 9 Gold ETFs 
10 Rolling monthly Change since 2006 


Rolling Monthly Change, Moz 
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Source: UBS, WGC, iShares, ZKB and others 


We forecast that sales to the jewellery industry will fall this year (and next) due 
to a mixture of price and economic malaise, but we expect stronger demand later 
this year. After months of slow purchases — and vast volumes of scrap sales 
from a mix of consumers and fabricators — we believe the gold jewellery 
industry is nearing the end of its de-stocking. A number of important retail gold 
buying events take place from September onward, and we expect fabricators to 
buy better amounts of gold in order to prepare for the demand associated with: 


= Muslim festival Eid, which follows Ramadan (20 September) 

m= Diwali (17 October) and the Hindu wedding festivals after the monsoon 
m= Christmas and Lunar New Year (14 February 2010) 

m= Valentine’s Day (14 February 2010). 


The fact that we saw half-decent demand from India in late April and early May 
is partial confirmation of the de-stocking that we believe has taken place in the 
jewellery industry and bodes well for jewellery demand from August/September 
and running into the end of the year. While jewellery demand never drives gold 
prices higher, we believe it may provide the base from which investment and 
speculation can lift the metal to new highs into 2010. 


The final factor that appears to have changed in the gold market is the attitude of 
central banks towards gold. We have noted a trend of declining net central bank 
gold sales over the past few years as European banks — the major sellers over the 
past decade — have slowed sales, and some central banks with large foreign 
reserve holdings have increased purchases due to a perceived underweight 
holding in gold. Until April, the Central Bank of Russia (CBR) was the most 
significant buyer of gold, purchasing around 5t of gold per month (probably 
from domestic production) in order to move towards its previously repeated 
intention of holding 10% of its reserves in gold. But in April the People’s Bank 
of China announced that it had bought 545t of gold since 2003, boosting its 


- end of jewellery de-stocking; 


- potential Central Bank purchases; and 
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holdings by 76% to 1054t. With two of top three central banks (ranked by 
foreign reserves) reporting gold purchases, we have seen other central banks 
with low gold holdings examine the case for gold over the past few months. 


In contrast, the sale of a limited amount of the gold held by the IMF has moved 
much closer to approval following the passage of US legislation permitting the 
vote of its 17% (and potentially blocking) share of IMF votes. The proposed sale 
of 403t or about 13 million ounces of gold requires 85% approval by 
shareholders of the IMF, and we expect this to be successfully voted on in 2009. 
We do not expect any lasting impact on the gold price from the approval of the 
IMF gold sale — although a knee-jerk sell off may occur — and it is possible that 
the sale could prove to be a positive gold market event. It is possible that the 
gold sale could be crossed with an official sector purchase from one of the banks 
underweight gold. Should this occur, we believe this would be well received by 
investors and speculators in the gold market. 


Table 4: Gold Supply/Demand Model 2004-11E 


2004 2005 2006 2007 2008 2009E 2010E 2011E 
Mine Production 2,493 2,550 2,485 2,478 2,416 2,368 2,320 2,274 
Old Gold Scrap 878 898 1,129 958 1,218 1,500 1,500 1,200 
Hedging -438 502 -410 -447 -346 -100 -100 -100 
Net Official Sales 479 663 365 484 246 200 200 200 
Total Supply 3,412 4,019 3,569 3,473 3,534 3,968 3,920 3,574 


Supply Growth -13.3 17.8 -11.2 -2.7 18 12.3 -1.2 -8.8 
Jewellery Demand 2,613 2,712 2,288 2,404 2,159 2,051 1,948 2,241 
Identified Bar Hoarding 264 235 236 384 600 400 300 
Total Demand 3,555 3,171 3,312 3,234 3,372 3,043 3,235 
Demand Growth -10.8 4.4 -2.4 4.3 -9.7 6.3 
Market Balance 398 161 300 596 877 339 
Average Gold Price US$loz 604 697 873 949 1,050 975 


Source: GFMX data, UBS estimates 


In response to the favourable factors describes above, our revised forecasts fora — - uncertain economic outlook by some 
weaker US dollar and expectations for further investment into gold as a result of investors 

the uncertain economic outlook by some investors, we recently increased our 

gold price forecasts. We now forecast that gold will average US$1050/oz in 

2010 from US$900/oz previously and US$975/oz for 2011 from US$800/oz 

before. But in the event of a US dollar crisis, we believe gold could trade 

substantially higher. 


How to access the gold market 
There are many ways to purchase 
gold’s unique characteristics 


There are a large number of ways to invest in gold: each has different 
characteristics in terms of leverage to the gold price, credit risk, political risk, 
operating risks and costs. We have produced a short summary below, but full 
risk disclosures associated with at least some of these products should be 
carefully scrutinized. 


UBS 28 


North American Gold Producers 7 August 2009 


Gold coins and fabricated bars 


Coins and small bars are perhaps the ultimate safe haven exposure. They offer 
100% non-leveraged exposure to the gold price, free from political, operating 
risk and credit risks and — assuming that they are stored in a safe and properly 
insured place — offer the least risky exposure to gold. These products are also the 
most expensive way of directly owning gold. Buying premiums for standard 
coins sizes start at about 4-5%, assuming purchases of a large number of pieces 
of common coins such as South African Krugerrands, Austrian Philharmonics, 
US Eagles or Canadian Maple Leafs. The bid-ask spread on coins is also high 
(typically 2% or more). If the coins are in poor condition, then only scrap value 
(a few percentage points below spot gold prices) will be offered. Generally the 
lighter or smaller the coin or investment bar, the greater the percentage premium 
and the wider the bid-ask spread. 


Cast bars and allocated gold holdings 


Bars larger than 500g trade at smaller premiums to the gold price; they are 
generally cast and are, therefore, cheaper to produce and carry. Bars of London 
good delivery size are 400o0z or 12.5kg in weight and are the cheapest form of 
physical gold. However, their large cost per piece makes them unpopular with 
all but the largest investors in physical gold. 


Aside from taking physical delivery of gold and removing it from a bank, 


allocated gold holdings are the safest form of holding gold and are cost effective. 


Bank vaults charge about 10-40bp per year, provide investors with a bar list and, 
in the event of insolvency or other crisis affecting the bank, the gold is secure 
and titled to the investor. 


Segregated gold holdings in collective custody offer similar levels of protection 
— ie, no exposure to the credit risk of the bank — but no bar list is provided. 
Rather an investor has a certain number of ounces or grams of gold within a 
pool of gold that is physically segregated. 


Metal account holdings /OTC positions 


Gold held via metal account — equivalent to a bank account denominated in 
ounces of gold rather than numbers of US dollars, pounds or other currency — 
carries the full risk of counterpart credit exposure. The gold holding is 
unallocated, and it is the counterparty’s responsibility to hedge the risk that a 
metal account position carries. Metal account positions carry no cost, and if 
there is a positive interest rate for gold deposits, they may be lent back to the 
institution that the account is held with or indeed to anyone else. Private 
investors, asset managers and hedge funds hold gold via metal accounts, also 
known as OTC positions. 


Physically-backed Exchange Traded Funds (ETFs) 


ETFs in gold are a comparatively recent invention. Specifically designed to offer 
investors access to near-physical gold, the first of these products were launched 
in 2003, and they are now available in many jurisdictions with slightly different 
forms. The concept of an ETF is simple. The ETF management companies’ 
assets are gold and their liabilities are securities issued to investors that give 
exposure to the price of gold. The securities are traded by market makers. When 
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net demand for the securities is seen, new securities are created, and physical 
gold is purchased to back these new securities. The gold is held in allocated 
accounts in secure vaults and can be neither lent nor pledged. The costs of the 
physically backed exchange traded funds vary between 27 and 50bp per year, 
with the cost built into the net asset value calculation of the security. 


ETFs have opened up low-cost, near-physical gold investment to a range of 
potential investors who previously could not own physical gold, or did not want 
to pay the high premiums for coins and investment bars. The holdings of the 
ETFs increased steadily until the second half of 2008, when a great acceleration 
of creations was seen (Chart 17). ETF purchases became the most dominant 
driver of the gold market in the first quarter of 2009 before slowing sharply in 
the second quarter of 2009, although these products may see strong inflows if 
investors become fearful again. 


Chart 17: Gold ETF Holdings, 2003-2009 
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Source: UBS, WGC, iShares, ZKB and others 


Futures 


Gold futures trade in a number of locations. Comex, a division of Nymex in 
New York, is the most liquid exchange, with Tocom in Tokyo and the Shanghai 
Futures Exchange in China also important. Many other futures exchanges trade a 
gold contract — or have done so in the past — with varying degrees of success. 
Futures markets usually operate with a central counterparty, limiting trade 
counterparty risk to a matter of hours before the positions are matched and 
notated to the clearing house. Futures positions carry an initial margin and then a 
daily margin call. This margining process protects the central counterparty and 
the futures trader: when they can no longer meet the margin call, they are forced 
to close out the position, limiting losses to available resources. Although Comex 
and Tocom are both physically settled futures contracts, only a very small 
proportion of futures contacts result in a delivery: most are rolled before expiry 
or closed out. 
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Many leverage investors trade via futures markets due to the leverage inherent in 
the margining process, although some fund mandates — especially those of CTAs 
(which stands for Commodity Trading Adviser although many CTAs trade any 
US future — financial and equity — rather than specifically commodity futures). 
Futures investors are often technically motivated and can be fast moving. As we 
show later, a lot of the volatility in the short-term gold price is accompanied by, 
if not driven by the activities of futures-trading speculators. 


Structured products 


Gold shares have many of the characteristics of FX instruments and the 
flexibility of over-the-counter derivatives, which allows the metal to be folded 
into many different structured products, either individually or as part of a 
broader commodity or currency basket. The products range from short-term, 
capital protected capped upside structures to Delta one exposure to gold via 
MITNs or leveraged futures products such as UBS’s Gold Key. Structured 
products carry issuer risk, even for 100% capital protected products, so some 
clients have become more cautious of these products over the past year or two. 
Some of this caution can be overcome by issuing them in the name of high rated 
multilateral agencies such as the World Bank. 


Gold equities 


Gold equities also offer exposure to gold’s unique characteristics but also bring 
additional risks such as operational, political, growth, management risk/reward. 
On the other hand, gold equities offer exploration optionality and higher 
leverage. In our view, the choice is dependent on how much risk and leverage an 
investor wants in their portfolio. The next section of this report provides a more 
detailed look at gold equities. 
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Gold equities 


Impact of gold price on gold equities 


Now that we have discussed the drivers behind the price of gold, the next step is 
to review the impact of the gold price on gold equities. In Chart 18 and Chart 19 
below, we show the positive relationship between the gold price and the TSX 


Gold Index and S&P Global Gold Index, respectively. 


The positive relationship demonstrates that an investment in gold equities is 
partly a call on the price of gold. UBS expects gold to average $1,050/oz in 
2010. Based on the aforementioned index relationship, the TSX Gold Index 
could reach 2974 (an increase of about 11% from current levels), and the S&P 
Global Gold Index could reach 366 (an increase of about 14%). The S&P Index 
includes a greater weighting of smaller gold companies that tend to be more 


levered to the price of gold. 


Chart 18: Spot Gold Price (US$/0z) vs. TSX Gold Index (US$), Weekly Since 2001 
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Source: Bloomberg; As of July 31, 2009 


Chart 19: Spot Gold Price (US$/oz) vs.S&P Global Gold Index (US$), Weekly Since 2001 
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Table 5: TSX Gold Index 


Member 

Barrick Gold 
Goldcorp 

Kinross Gold 
Agnico-Eagle 
Yamana Gold 
Eldorado Gold 
IAMGOLD 

Red Back Mining 
Gammon Gold 
Alamos Gold 
Tanzanian Royalty Exploration 
New Gold 

European Goldfields 


Source: Bloomberg 


Weight 
32.57% 
26.82% 
13.65% 
9.40% 
7.12% 
3.45% 
2.67% 
1.26% 
1.04% 
0.74% 
0.45% 
0.44% 
0.38% 


Table 6: S&P Global Gold Index 


Member 

Barrick Gold 
Goldcorp 
Newmont 

Kinross Gold 
Anglogold Ashanti 
Gold Fields 
Agnico-Eagle 
Yamana Gold 
Lihir Gold 
Harmony Gold 
Randgold Resources 
Eldorado Gold 
IAMGOLD 

Royal Gold 

Red Back Mining 
Seabridge Gold 
Alamos Gold 
Aurizon Mines 
New Gold 


Source: Bloomberg 


Weight 
20.23% 
16.64% 
14.19% 

8.47% 
7.61% 
6.25% 
5.84% 
4.44% 
3.33% 
3.06% 
2.75% 
2.13% 
1.66% 
0.88% 
0.78% 
0.56% 
0.46% 
0.44% 
0.28% 
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As shown above, gold equities overall are typically well correlated with the gold 
price. Therefore, one might ask why investors should buy gold equities to gain 
exposure to gold’s unique characteristics especially given the additional risks 
taken on with equities. This becomes extremely important given most gold 
shares trade at a premium to their Net Asset Values (NAV) and investors may 
question why they should pay a premium given there is operational risk, 
political risk, growth risk, management risk, etc., when one buys shares as 
opposed to bullion. On the other hand, equities offer exploration optionality and 
higher leverage. Furthermore, within equities, different types of equities offer 
different levels of risk and types of exposure. 


Table 7 shows the relative merits of gold equities versus gold and gold ETFs in 
a simplified form. In our view, royalty companies offer a lower risk way to get 
equity exposure to gold. The choice is dependent on how much risk and leverage 
an investor wants in their portfolio. 


Table 7: Characteristics of Gold Investment Vehicles 


Gold Company 


Bullion ETF Operators 

Exposure to: 

Discovery Potential Xx xX v 
Production X X v 
Expansion Potential Xx x v 
Acquisition Potential X X v 
Metal Price Appreciation v v v 
Reduced exposure to: 

Capital Costs v v X 
Operating Costs X 
Environmental Costs X 


Source: UBS 


Do gold equities outperform or underperform gold over 
the long term? 


As Table 8 shows, gold indices over the long term have tended to underperform 
the gold price. The returns in Table 8 are in local currency to avoid U.S. dollar 
impacts for the shares, but the indices include some currency effect. Currency is 
another important factor for investors to consider when investing in gold 
equities. 


.. aS equities have operating, political, 
management, growth, and exploration 


risks / rewards 
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Table 8: Historical Performance of Gold vs. Gold Equities 


Years 
5 10 15 20 

Gold (US$/oz) 144% 273% 149% 159% 
Gold Indices 

FTSE Gold Mines Index (US$) 84% 219% 37% 44% 

S&P/TSX Gold Index (C$) 79% 124% 14% 92% 

S&P/TSX Global Gold Index (C$) 63% 208%* NIA N/A 
Major Gold Miners 

Barrick Gold (US$) 83% 88% 55% 450% 

Newmont Gold (US$) 2% 124% 5% 32% 

AngloGold (Rand) 53% 141% 56% 90% 

Gold Fields (Rand) 43% 418% 37% 118% 

Agnico-Eagle (US$) 343% 989% 383% 655% 
S&P 500 -10% -26% 115% 185% 


* Since inception. 
Source: Bloomberg, As of July 31, 2009 


In Table 8, we also show the long-term performance of some major gold 
companies (there are not many gold equities that have existed for a long time, 
those that have existed have changed substantially over time). While over some 
periods individual gold equities may outperform gold, many do not. This implies 
that stock selection is key and more importantly, in our view, if the investor’s 
goal is to gain exposure to gold’s unique characteristics through equities, the 
best strategy is to buy a portfolio of gold equities to diversify the associated 
corporate risks. 


Seasonality 


Seasonality is another factor to consider when investing in gold and/or gold 
equities. As Chart 20 and Chart 21 show, gold and gold equities tend to perform 
best in September and worst in October. However, the volatility in September 
has increased over time, with the best annual return since 1988 being +56.8% 
and the worst being -11.7%, with an average of +5%. The seasonal strength in 
September may be partially because many important retail gold buying events 
take place from September onward. 


Building a portfolio of gold stocks to 
diversify corporate risk is advised 


Seasonal strength in September 
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Chart 20: Gold Price Monthly Performance (1988-2008) 
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Chart 21: S&P/TSX Gold Index Monthly Performance (1988-2008) 
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North American gold equities 


Overview 


The global gold sector is small relative to other sectors as the total market 
capitalization for the sector is only about $290bn. North American gold 
companies represent a significant portion of both the investability and the total 
production of the largest global gold players. As Chart 22 shows, North 
American mining companies represent 52% of the total ounces produced by the 
15 largest gold-producing companies in 2008. Based on total global production 
of 2,416 tonnes in 2008, the 15 largest gold-producing companies account for 
48% of the total mine production. The North American group also represents 
about 67% of the total market cap of the top 15 producers, as shown in Chart 23. 


Chart 22: Top 15 Gold-Producing Companies - Area of Origin, Total Production 1,149t 
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The global gold sector is small, but 
North American gold equities represent 
the greatest proportion of production 
and market cap 
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Chart 23: Market Cap of Top 15 Producers 
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Quantitative and qualitative comparisons 


When investing in gold equities one must consider both quantitative and 
qualitative factors to compare the relative merits of one company over another. 
The following section provides a framework for comparing gold equities based 
on quantitative and qualitative factors, which we believe investors should 
consider when comparing equities. Table 9 summarizes these factors for our 
universe of North American gold companies. 


Hedge position: A company’s hedge position affects its sensitivity to the 
gold price. In times of strong gold prices, a hedged producer’s earnings are 
less sensitive to moves in gold prices. (High/Moderate/Low) 


Leverage to gold price: Leverage is a function of both the company’s hedge 
position and its operating leverage to the gold price. (High/Moderate/Low) 


Geopolitical risk: Many of the North American gold companies are 
operating in areas of higher than usual political risk, which may lead to a 
discount valuation. (High/Moderate/Low) 


Reserve base: A larger reserve base provides exposure to more gold cycles 
and more opportunity for growth. (High/Moderate/Low) 


Growth potential: Reflects the company’s ability to supplement production 
through the start-up of new projects or brown fields. (High/Moderate/Low) 


Consolidation candidate: Evaluates the potential candidates for 
consolidation. Some companies could be both a target and a potential buyer. 
(High/Moderate/Low) 


Base metal component: Percentage of revenue from base metals lowers 
leverage to the gold price. (High/Moderate/Low) 


North American producers account for 
67% of the top 15 producers’ market 
cap 


Investors consider qualitative and 
quantitative factors of gold companies 
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m= Liquidity: Measures the daily dollar value and volume of trading for the 
gold shares. (High/Moderate/Low) 


= Balance sheet strength: Reflects the strength of a company’s balance sheet. 
(High/Moderate/Low) 


= Other quantitative measures: Reflects the company’s relative quality based 
on cost structure, margins and efficiency measures. (High/Moderate/Low) 


= Valuation multiples: Relative valuation versus its North American peers 
based on different valuation multiples but most heavily weighted to P/NAV. 
(High/Moderate/Low) 


Table 9: Characteristics of North American Gold Producers 


AEM AGI ABX CG ELD FNV FCX GAM GG 
Hedge Position Low Low Moderate Low Low Low Low Low Low 
nila to.Gold Moderate Low High High Moderate Low Low Moderate Moderate 
Geopolitical Risk Low Low Moderate High High Low High Low Low 
Reserve Base High Low High Low High Moderate High Low Moderate 
Growth Potential High Moderate Low Low High Moderate Moderate Moderate High 
Consolidation Target* Moderate Moderate Low Moderate Moderate Low Moderate Low Low 
Base Metal Content Moderate Low Moderate Low Low Moderate High Low Moderate 
Liquidity Moderate Low High Low Moderate Low High Low High 
a Moderate High Moderate High Moderate High Moderate Moderate Moderate 
Other Quantitative is . 
Measures Moderate Moderate Moderate Low High High Moderate Low Moderate 
Valuation High Moderate Low Low High High Low Moderate High 


* Note: Potential changes over time due to relative valuation. 
Source: UBS estimates, company reports 


Hedge position 


Hedging is relatively controversial. Pro-hedgers argue that the existence of the 
forward curve makes gold hedging too attractive to ignore. Gold is the only 
commodity where the forward curve is in contango almost all of the time. 
Hedgers are largely committed to at least protecting their company against any 
downside in the gold price. The anti-hedgers argue that investors buy gold 
equities for exposure to the gold price. Therefore, companies reduce the 
leverage to the gold price and diminish their attractiveness to shareholders 
through hedging. Chart 24 shows that the gold industry has de-hedged 
significantly since 2001. Barrick is the only North American gold producer 
under UBS coverage with a significant hedge book. 
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Barrick is the only North American gold 
producer with a significant hedge book 
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Chart 24: Global Producer Hedging/De-hedging 


(tonnes) 


600 


400 


-400 


-600 
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 


Source: GFMS, UBS 


Leverage to gold price 
Leverage a function of cost structure, 


Chart 25 highlights earnings sensitivity (near term leverage), and Chart 26 ; i 
size, tax regime 


highlights NAV sensitivity (long-term leverage) for the North American gold 
producers. This sensitivity is a factor of cost structure, size, hedging, and tax 
regime. Centerra, IAMGOLD and Barrick provide the most earnings leverage 
over the next year. IAMGOLD, Gammon and Newmont are the most levered 
companies amongst North American gold equities on a NAV basis. 


Chart 25: EPS le lc lal to a +10% Change in Gold Price 
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Chart 26: NAV Sensitivity to a 10%-plus Change in Gold Price 
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Geopolitical risk 

Mining assets cannot be moved, 
therefore, some good assets are in 
politically more risky countries 


Unlike many industries, mining companies cannot move their assets, and over 
time, they have been forced to diversify into more politically risky countries to 
find large, profitable ore bodies. With this diversification, however, investors 
expect enhanced returns to offset the increased political risk. In Table 10, we 
provide an overview for each of the North American gold companies in our 
coverage universe with production or major development projects in countries 
that are generally perceived to have more political risk. Agnico-Eagle, Alamos, 
Goldcorp, Gammon, Osisko, and Franco-Nevada (diversification of royalty 
interests) generally are perceived to have lower geopolitical risk. 


UBS 40 


North American Gold Producers 7 August 2009 


Table 10: North American Gold Companies Geopolitical Risk Profile 


Company 


Agnico-Eagle 


Alamos 


Barrick 


Centerra Gold 


Eldorado 


Franco-Nevada 


Freeport-McMoRan ** 


Gammon Gold 


Goldcorp 


Risked Assets 


Minimal 


Minimal 


North Mara 
Bulyanhulu 
Buzwagi 
Porgera 
Pueblo Viejo* 
Pascua-Lama* 
Veladero 


Reko Dig* 


Kumtor 


Boroo 


Kisladag 


Efemcukuru* 


Tanjianshan 


Minimal 


Grasberg 


Minimal 


Alumbrera 
Marlin 
Cerro Blanco* 


Pueblo Viejo* 


Country 


Minimal 


Minimal 


Tanzania 
Tanzania 
Tanzania 
Papua New Guinea 
Dominican Republic 
Argentina/Chile 
Argentina 


Pakistan 


Kyrgyz Republic 


Mongolia 


Turkey 


Turkey 


China 


Minimal 


Indonesia 


Minimal 


Argentina 
Guatemala 
Guatemala 


Dominican Republic 


% 2009E Production 


nm 


nm 


3% 


4% 


3% 


1% 


0% 


0% 


8% 


0% 


82% 


18% 


71% 


0% 


29% 


nm 


95% 


nm 


™% 


12% 


0% 


0% 


Freeport, Centerra, Kinross and 


IAMGOLD have higher political risk, in 


our view 
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Company Risked Assets Country % 2009E Production 
IAMGOLD Rosebel Suriname 40% 
Yatela Mali 8% 
Sadiola Mali 15% 
Tarkwa Ghana 14% 
Damang Ghana 4% 
Mupane Botswana 71% 
Essakane* Burkina Faso 0% 
Quimsacocha* Ecuador 0% 
Kinross Kupol Russia 28% 
Fruta del Norte* Ecuador 0% 
Newmont Batu Hijau Indonesia 4% 
Ahafo Ghana 9% 
Akyem* Ghana 0% 
Osisko Minimal Minimal nm 
Yamana Gualcamayo* Argentina 0% 
Agua Rica* Argentina 0% 


* Development stage assets; ** Represents % of gold production — there are many copper assets in a lower risk 
jurisdiction. 
Source: UBS 


Reserve base 


We believe companies with long reserve lives are more valuable, all else being 
equal, as long-life mines have more opportunities to benefit from gold cycles 
and increase their growth. However, all reserves are not created equal given they 
have different cost structures and, therefore, different value. As shown in Chart 
27, Barrick and Newmont have the largest reserve base. However, the larger the 
current reserve base, the more difficult it may be to create meaningful reserve 
growth over time. Another metric sometimes used for measuring reserves is the 
Reserve Life Index, where we attempt to determine how many years a 
company’s reserves will last at an estimate of steady state production. Freeport 
scores well on the index, while GAM’s index life is the lowest. This analysis is 
simplistic given it assumes a static production rate that could change over time. 


Freeport, Barrick, Agnico-Eagle, 


Eldorado and Kinross have the best 


reserve lives 
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Chart 27: 2008 Proven and Probable Gold Reserves Chart 28: Reserve Life Index (2008 gold reserves / estimated 
sustainable gold production) 
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Note: FNV excluded as reserves are a function of price through its royalties. Note: FNV excluded as reserves are a function of price through its royalties. 


Source: UBS estimates, company reports Source: UBS estimates, company reports 


Growth potential 


Growth opportunities are also available to companies through the development 
of new projects, discoveries, and acquisitions. In Chart 29, we rank growth 
profiles of the North American gold companies by three-year compound average 
annual growth rates (CAGR). Agnico-Eagle, Gammon, Alamos, Eldorado and 
Goldcorp have the highest near-term gold growth. We acknowledge that this 
analysis is not perfect as: 1) all growth is not equal given different production 
has different cost structures; and 2) different production profiles could exist in 
the future, if the gold price were to fall and economic resource became 
uneconomic or vice versa. Nevertheless, this analysis is useful in giving a 
general trend. 


For a summary of each company’s growth profile, please refer to the Appendix 
to this report. 
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Most producers have some growth... 


but Agnico-Eagle has the most 


UBS 43 


North American Gold Producers 7 August 2009 


Chart 29: N.A. Gold Sector Production Growth (3-Year CAGR 2008-11E) 
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Note 1: OSK excluded as production not expected until 2011E. 
Note 2: FNV excluded as royalty income growth a function of price. 
Source: UBS estimates 


Consolidation 


Consolidation remains a major theme in the gold sector as relative valuations 
change over time. Company “A” may trade at a premium to Company “B,” but 
one year later the opposite could be true. Furthermore companies can create 
value by matching relative qualitative aspects in the context of relative value. 
For example, Company “A” could trade at a high premium to Company “B” 
(which has higher political risk) and Company “A” could create value by buying 
Company “B” and diluting Company “B’s” high political risk within a larger 
portfolio. Thus companies compare growth profiles, liquidity, base metal 
contents, political risk, etc. in the context of relative value, and this could lead to 
consolidation. Currently, we believe Osisko is the most likely takeover 
candidate, and Barrick is the least likely target given its relative size. We believe 
many companies such as Alamos could either be a target or acquirer depending 
on the relative valuation, given Alamos’s strong balance sheet and improved 
operational performance. 


Balance sheet strength 


The North American gold producers have a wide range of capital structures as 
summarized in Chart 30. Generally, the companies with the highest net debt-to- 
equity ratios have the largest capital spending requirements. Companies with 
high debt levels and high capex are more likely to issue equity thereby diluting 
existing shareholders. 


At the end of 2008, Barrick continued to have the only “A” rated balance sheet 
amongst the senior golds. Among the intermediate names Osisko, IAMGOLD 
and Centerra have the strongest balance sheets; however, the majority of 
Osisko’s cash will be used to develop its only asset. Freeport, Newmont and 


We view Osisko as the most likely 
consolidation candidate... Barrick the 


least likely 


Weaker balance sheet and high debt 


could lead to equity issues 
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Barrick are at the other end of the spectrum, as they have issued significant 
amounts of debt to fund acquisitions and/or their capital spending programs. The 
measurement is biased to the seniors having more debt, as they also have a 
greater ability to raise debt than some of the juniors. 


Chart 30: Net debt-to-Equity (%) 
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-30% 
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Source: UBS estimates, net debt as of Q1/09 


Base metal component 


The majority of the North American gold companies have exposure to other 
precious and base metals through by-products generated during the mining 
process. Freeport has the highest percentage of revenue from non-gold sources 
(primarily copper) while Centerra, Alamos, Eldorado and Kinross currently have 
the lowest exposure. Generally, if the base metal component becomes too large 
(>20%), the gold company is deemed to be less pure and would likely get a 
lower relative multiple. 


Over time, the percentage of revenue from non-gold sources can change. The 
largest decreases are from Agnico-Eagle and Franco-Nevada as Agnico brings 
more gold projects into production and Franco starts to receive revenues from its 
Gold Quarry and Palmarejo royalties. The largest increase is in Goldcorp, as a 
result of zinc and lead production from Penasquito. Eldorado revenue is affected 
by the start-up of iron ore production at Villa Nova. 


For a summary of each company’s percentage of revenue by commodity in 2008 
and 2011E, please see the following charts. 


Many companies have a low base metal 
component... 


... but the lowest are Centerra, Alamos 
and Kinross 
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Chart 31: 2008 Revenue Oe eee. Commodity (%) Chart 32: 2011E Revenue ere | Commodity (%) 
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Liquidity 


Freeport, Barrick, Goldcorp, Newmont and Yamana are the most liquid of the Freeport, Barrick, Goldcorp, Newmont 


North American gold companies, as shown in Chart 33 and Chart 34. We 4nd Yamana have the greatest liquidity 
believe Centerra, Alamos, Osisko, Gammon and Franco-Nevada’s relative 
illiquidity makes their shares slightly less attractive to own, all else being equal. 


Chart 33: 50-Day Average Traded Value - North American Gold Equities 
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Source: Bloomberg, as of July 31, 2009 
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Chart 34: 50-Day Average Traded Volume - North American Gold Equities 
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Source: Bloomberg, as of July 31, 2009 


Other quantitative measures 


In Table 11, we have compiled some quantitative measures of the North 
American gold group. One would expect the group to be fairly homogenous 
given the group generally produces one element. However, this is not always the 
case, as the companies are affected by different operating structures and 
accounting policies. 
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Table 11: Financial Metrics of North American Producers Franco-Nevada has the highest margins, 
Cash Costs EBITDA Margins EBIT Margins roic _—*Feflecting its royalty structure 
(US$/oz) % % % 
2009E 2009E 2009E 2009E 
Agnico-Eagle 378 38 26 5 
Alamos 340 52 38 42 
Barrick 448 49 26 7 Barrick appears to have high cash 
Centerra 407 32 20 20 al 
... but its margins are much better, 
eae, = sis i _ reflecting its copper profitability 
Franco-Nevada na 91 24 3 
Freeport-McMoRan na 36 28 21 
Gammon Gold 425 42 24 8 
Goldcorp 339 49 28 3 
IAMGOLD 443 44 30 13 
Kinross 398 49 30 14 
Newmont 481 44 32 17 
Osisko Mining na na na na 
Yamana 401 48 27 5 
Average 399 48 29 14 


Note: Cash costs methodology as reported by companies but we note that by-product accounting varies by company. 
Note: EBITDA and EBIT margins account for these differences. 
Source: UBS estimates 


m Cash costs: Newmont has the highest cash costs amongst the North 
American gold producers, while Eldorado is the lowest cost producer. 
However, different companies use different measures of cash costs, which is 
why EBITDA and EBIT margins are also useful. 


= EBITDA and EBIT margins: Freeport-McMoRan and Centerra have the 
lowest forecast EBITDA margins, which we believe is a reflection of 
Freeport’s high base metal content and Centerra’s high cost structure. Strong 
forecast margins at Franco-Nevada reflect its royalty income structure. 


m= Return on Invested Capital (ROIC): Alamos and Centerra have the highest 
projected ROICs due to their low leverage and relative capital spending. 
Both companies have a low number of assets and, therefore, have not made 
expensive acquisitions and/or built large development projects. 
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Valuation multiples 


Price to net asset value 


We believe NAV is the most appropriate 
valuation method 


Our primary valuation methodology for gold companies is net asset value 
(NAV) analysis based on a discounted cash flow model of a company’s 
operations using a real 5% discount rate for gold assets and a real 8% discount 
rate for base metal assets. We believe NAV analysis is the most effective 
method for determining relative value given it takes into account, in one statistic, 
varying reserve lives, capital cost requirements, cost structure, growth prospects 
and debt levels. To value each companies’ hedge books, we have estimated the 
intrinsic value in the context of UBS’s gold price forecast and not mark-to- 
market values. Chart 35 shows the current P/NAV ratios of our universe of gold 
producers, using UBS’s price forecasts as shown below. 


Table 12: Gold Price Forecasts 


2008A 2009E 2010E 2011E Long-term 


Gold (US$/oz) 872.50 950 1050.00 975.00 825.00 


Source: UBS estimates 


The North American senior gold companies have traded at a P/NAV multiple 
ranging from 1 to 2.5 over the past few years in an era when the gold price 
traded between US$700/oz. and US$1000/oz. 


In Chart 35 and Chart 36 we show the P/NAV multiples in our gold coverage. 
Currently, Eldorado, Goldcorp, Agnico-Eagle and Franco-Nevada (under UBS 
price assumptions) are trading at the highest P/NAV multiple. Freeport- 
McMoRan has one of the lowest multiples, reflecting its large base metal 
content and perception as a copper stock. Centerra Gold trades at a discount to 
the group due to its high political risk. Osisko, which is not yet in production, 
receives a development stage discount. 
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Chart 35: North American Gold - Price to Net Asset Value Comparison (UBS prices) 
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Source: UBS estimates; as of August 6, 2009 
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However, when we use a $1000/oz flat gold price in Chart 36, the relative 
P/NAV rankings change slightly versus when we use UBS’s long-term gold 
price of $825/oz. Gammon appears more inexpensive at $1000/oz, reflecting its 
high leverage given its higher cash cost structure while Franco-Nevada looks 
more expensive given its lower leverage royalty structure. Relative valuations 
can change over time due to corporate events, news flow, and investor 
expectations. Furthermore, relative valuations can change with gold price 
assumptions as companies with high capex and long-term growth appear 
relatively better at higher gold prices. Both of these factors have important 
implications for potential M&A. 
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Chart 36: North American Gold - Price to Net Asset Value Comparison ($1000/oz flat) 
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Source: UBS estimates; as of August 6, 2009 


Other Multiples: P/E and P/CF 


While we believe the P/NAV multiple is the most appropriate for valuing gold 
companies, we include 2010E P/E, P/CF, EV/EBITDA and EV/Reserves 
multiples for completeness (see Chart 37, Chart 38, Chart 39 and Chart 40). We 
do not believe P/E multiples are as appropriate in general, as a large number of 
the companies have significant depreciation and/or amortization charges. P/CF 
and EV/EBITDA multiples are better, but they still do not provide information 
on the long-term viability of the company. EV/Reserve multiples do not provide 
any information about profitability of ounces or costs to develop. Nevertheless, 
these methods may be of some use for short-term valuation purposes. 


P/NAV (Flat $1000/0z) 
° S b 
a @ i=) 
x 4 x x 


f=} 
i 
x 


Chart 37: North American Gold - 2010E P/E Multiples 
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Note: OSK excluded, as it does not have EPS related to production until 2011E. 
Source: UBS estimates; as of August 6, 2009 
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Chart 38: North American Gold - 2010E P/CF Multiple 


2010 P/CF 


Note: OSK excluded as it does not have cash flow related to production until 2011E. 
Source: UBS estimates; as of August 6, 2009 


Enterprise Value to EBITDA and Reserves 


Chart 39: North American Gold, 2010E EV/EBITDA Multiples 
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Note: OSK excluded as it does not have EBITDA related to production until 2011E. 
Source: UBS estimates; as of August 6, 2009 
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Chart 40: North American Gold - EV/Reserves (Proven + Probable) 
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Note: FCX excluded given large copper component and FNV excluded as royalty company. 
Source: UBS estimates; as of August 6, 2009 


Relative valuation summary 


While the previous charts show the valuation multiples for the North American —_ Important to consider valuation in the 
companies, it is important to consider the valuation in the context of their context of qualitative and quantitative 
qualitative and quantitative parameters. For example, one would expect that parameters 

companies with higher margins, lower political risk and better balance sheets 

should have higher valuation multiples than companies with lower margins, 

higher political risk and weaker balance sheets, all else being equal. To 

determine the best relative value, we believe investors should compare the 

qualitative and quantitative measures and their risk tolerance with the valuations 

to determine discrepancies. 


The results of our analysis are summarized in Table 13, where we have ranked 
each of the qualitative measures for each company versus its valuation. Each 
measure is ranked out of 3, with 1 being the best and 3 being the worst on each 
of the parameters, to determine our relative valuation (ie, a low quality rating 
indicates better relative quality). We acknowledge that investors may weigh 
qualitative measures differently than the equal weighting we have used and 
could therefore come to different conclusions. 


Based on our analysis of the gold companies, the relatively high valued 
companies (P/NAV > 1.25x) such as Agnico-Eagle, Eldorado and Goldcorp 
appear to offer the best quality rating. Agnico-Eagle appears to be the most 
attractive of the three companies. 


Of the special situations (Franco-Nevada and Freeport-McMoRan), Franco- 
Nevada offers good relative quality (19), and the shares have always traded at a 
premium based on its large cash balance, lower risk business model, superior 
margins and management’s successful track record. Freeport-McMoRan has 
similar quality (20), but it has a lower multiple due to its higher political risk and 
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large base metal component, two factors that probably outweighed most of the 
positive qualitative factors. 


Table 13: Qualitative and Quantitative Comparison 


AEM AGI ABX CG ELD FNV FCX GAM GG IMG KGC NEM OSK YRI 


PINAV ($1000/oz Flat) 1.28 1.22 0.99 0.74 144 1.47 0.93 0.98 1.37 1.09 1.16 1.02 0.78 1.14 


Balance Sheet Strength 2 al 2 1 2 1 2 2 2 2 2 2 2 2 
Liquidity 2 3 1 3 2 3 1 3 1 2 1 1 3 1 
Leverage to Gold Price 2. 3 1 1 2 3 3 2 2 1 2 1 2 3 
Growth 1 2 3 3 1 2 2 2 1 3 2 3 2 2 
Reserve Life 1 3 1 3 1 2 1 3 2 2 2 2 3 2 
Consolidation Target 2 2 3 2 2 3 2 3 3 2 2 3 1 2 
Geopolitical Risks 1 Al 2 3 3 1 3 1 1 3 3 2 1 2 
Base Metal Content 2 dL 2 1 1 2 3 1 2 2 1 2 1 3 
Other Quantitative 2 2 2 3 1 1 2 3 2 2 2 2 2 2 
Hedging 1 1 2 1 1 1 1 1 1 1 1 1 1 1 
Total Quality Rating 16 19 19 21 16 19 20 21 17 20 18 19 18 20 


Note: 1 best; 3 lowest. 
Source: UBS estimates 


North American equities in a global context 


As indicated previously, the North American gold plays are the largest 
constituents within the global gold equity market (see Chart 22 and Chart 23 on 
pages 36 and 37, respectively). However, South African and Australian gold 
equities also make up a portion of this global market and provide an alternative 
for investment in gold equities. 


As mentioned earlier our primary long-term valuation methodology is a net asset North American gold producers are the 
value approach. Table 14 shows the current P/NAV ratios of the global gold _s most expensive in the world on PINAV 
producers, using UBS’s explicit gold price forecast of $1000/oz (average of 

2009/2010 UBS forecast). Notably, the North American senior gold companies 

rank as the most expensive in the world. In Table 14, we also have compared the 

North American gold companies with their international peers using our 2010E 

P/CF multiple. On this metric, the Australian gold companies appear to be the 

most expensive. The relative valuations of the different regions can change over 

time, partly reflecting the changes in different currencies and political risk. This 

is especially true of some to the South African producers where the Rand value 

is critical. 
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Table 14: Global Gold Valuations 


AUSTRALIA 
Newcrest 

Lihir 

Australian Average 
AMERICAS 
Goldcorp 
Agnico-Eagle Mines 
Newmont 

Kinross Gold 

Barrick Gold 
Americas Average 
SOUTH AFRICA 
GoldFields 

Harmony 

AngloGold Ashanti 
South African Average 


Source: UBS estimates 
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Price target generation 


Determining NAVs for targets 
NAVs for price targets are based on flat 


While we consider a range of valuation methodologies, we have based our price 
$1000/0z gold 


targets on P/NAV multiples, as we believe this is the one statistic that best 
captures growth, cost structures, debt structures, reserve lives and efficiencies. 
We used UBS’s explicit gold price forecast of $1000/oz (average of 2009/2010 
UBS forecast) to derive our net asset values on the premise that gold stock 
prices reflect prevailing gold prices. We also attempted to account for 
optionality by including into the mine plans of our discounted cash flow models 
both reserves and those resources most likely to enter into a mine plan. For 
companies with part of their market capitalization predicated on development- 
stage assets or questionable development assets, we developed a (most likely) 
mine plan using industry benchmarking and available exploration data. We then 
attached a probability discount to our valuation for the asset in question. To 
value hedge books, we have estimated the intrinsic value in the context of 
UBS’s gold price forecast and not mark-to-market values. 


We believe valuing gold shares is a relative exercise, particularly as the shares _ To determine the best relative value 
often move on news flow, these relative valuations change over time. To and discrepancies, investors should 
determine the best relative value and discrepancies, investors should compare —_ compare the qualitative and 

the qualitative and quantitative measures and their risk tolerance with the quantitative measures 

valuations. For example, one would expect that companies with higher margins, 

lower political risk, better balance sheets and better growth prospects should 

have higher valuation multiples than companies with lower margins, higher 

political risks, weaker balance sheets and poor growth prospects, all else being 

equal. 


We believe two other factors are important to consider when valuing gold stocks. Primary listing and base metal 
First, we have observed from historical back-testing that, on balance, gold component also important in 
companies with primary listings (greatest daily volume of all listings) in the US _—_ determining multiple 

have received a higher valuation. Newmont and Barrick are the best examples of 

this effect, although Goldcorp also benefits. Second, we have attempted to 

account for the tendency for companies that have a greater proportion (above a 

15-20% threshold) of their revenues derived from non-gold sources to trade at a 

significant valuation discount. To reflect this discount, we have applied a gold 

valuation premium only to the gold revenue base. The remainder of the revenues 

as well as cash and debt received a 1.0x multiple or no additional benefit. 


Generating price targets 


Our price targets for gold companies are derived by applying a P/NAV multiple 
to our NAV estimate. The P/NAV multiple is derived from a model that captures 
the key valuation drivers for gold equities: leverage to gold price, operating and 
political risk, development and asset value risk, financial risk, location of 
primary listing (S&P effect) and share liquidity. Our base premium, assuming 
UBS’s forecast gold price of US$1000/oz flat (average of 2009/2010 UBS 
forecast), is 1.30x. 


Thus, to derive a target multiple for any company, we would start with a base 
valuation multiple of 1.3x and make adjustments for the factors above (eg, 
premium for higher liquidity and a US listing; discount for higher political risk) 
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and then adjust for the percentage of non gold revenues. To this we would add 
the net value of any cash and/or investments. For example, Centerra receives a 
discount multiple for its higher political risk and lower trading liquidity, but no 
revenue discount given it has 100% of its revenues from gold. 


Special situation gold equities 


To determine price targets for the special situation shares, we have modified our 
valuation methods to reflect the different characteristics. Our price target for 
Franco-Nevada is based on the average of P/CF multiple (17.9x), EV/EBITDA 
(13.6x) and P/NAV at $1000/oz gold (1.7x), as we believe given its high margin 
lower risk, lower leverage characteristics investors focus more on near-term 
cash flows. Our price target for Freeport-McMoRan is based on a 40/60 
weighting applied to our 5.5x EV/EBITDA and 1.1x P/NAV valuations, which 
is consistent with our base metal valuation methodology, as it is predominantly 
viewed as a copper stock. 


Table 15: Price Target Calculation 


NAV Target Price 
Company Minesite Other Multiple Target 
Agnico-Eagle Mines $46.24 $1.20 1.45 $68.00 
Alamos Gold $5.97 $1.83 1.35 C$11.50 
Barrick Gold Corp $32.75 $3.41 1.35 $48.00 
Centerra Gold $7.17 $1.81 0.90 C$9.25 
Eldorado Gold $6.50 $1.04 1.45 $10.50 
Franco-Nevada nla nla nla C$30.00 
Freeport-McMoRan nla nla nla $66.00 
Gammon Gold $7.67 ($0.76) 1.15 $8.00 
Goldcorp $26.37 $1.98 1.50 $42.00 
IAMGOLD $9.34 $1.12 1.25 $13.00 
Kinross Gold $15.43 $2.37 1.35 $23.00 
Newmont Mining $42.03 ($0.43) 1.35 $56.00 
Osisko Mining C$7.01 C$1.88 1.00 C$9.00 
Yamana Gold $8.77 ($.47) 1.30 $11.00 


Note 1: Our price target for Franco-Nevada is based on the average of P/CF multiple (17.9x), EV/EBITDA (13.6x) 
and P/NAV at one-year forward prices (1.7x). 

Note 2: Our price target for Freeport-McMoRan is based on a 40/60 weighting applied to our 5.5x EV/EBITDA and 
1.1x P/NAV valuations. 

Source: UBS estimates 


Price target for most gold companies is 


determined by applying a PINAV 


multiple to our operating NAV estimate 


and adding non-operating NAV 
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Company summaries 
Agnico-Eagle Mines (Buy, US$68.00 PT) 


Investment summary 


Agnico-Eagle is an intermediate gold producer with low cash costs and a 
substantial three-year production growth profile because of advanced stage 
projects. Production is expected to double in 2009 and again in 2010, while the 
company is expected to remain in the lowest quartile in terms of cash costs. 
With this gold production growth, the company has decreasing exposure to base 
metals like copper and zinc. Agnico has relatively low political risk, with 
operations and projects located in Canada, Finland and Mexico. 


Properties 


Agnico’s historical operating asset is its LaRonde polymetallic (gold, zinc, silver, 
copper) underground mine, one of the largest identified gold deposits in Canada. 
LaRonde’s cash operating costs are significantly affected by by-product 
(primarily zinc) credits. Three of Agnico’s new projects have recently started 
production: Goldex and Lapa in Quebec, where the start-up has been relatively 
smooth; and Kittila in Finland, where there have been metallurgical challenges. 


Table 16: Agnico-Eagle—Reserves and Production by Country 


2008 Reserves 2009E Production 
Moz koz 
Canada 11.244 423 
Finland 3.224 88 
Mexico 3.593 
Total 18.061 511 


Source: Company reports 


Substantial growth profile 


Successful start-ups at the Pinos Altos project in Mexico in Q309 and the 
Meadowbank project in Q210 will be important in convincing the market that 
Agnico’s growth plans are achievable. When all projects are constructed, we 
estimate gold production could increase by almost four times by 2010, with cash 
costs below US$275/oz, and gold as a percentage of net revenues could increase 
from 45% in 2005 to 85% by 2010. AEM also has longer-term potential gold 
production growth via its LaRonde Extension and potential production increases 
at Kitilla, Pinos Altos and Meadowbank, given their long reserve life. 


Table 17: Agnico-Eagle—Gold Production and Cash Cost Profile 


2005A 2006A 2007A 2008A 2009E 2010E 2011E 2012E 
Moz 0.242 0.246 0.231 0.283 0.552 1.202 1.316 1.415 


us$loz (14) (626) (447) 139 378 233 278 258 


Source: Company reports, UBS estimates 


Key points: 


- Low-cost, high growth intermediate 


producer 
- Relatively low political risk 


- Decreasing exposure to zinc, silver 


and copper 
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Table 18: Full Production Profile 


2007A 2008A 


Gold (kozs) 


231 283 
Silver (kozs) 5,672 4,834 
Zinc (Mlbs) 186 156 
Copper (MIbs) 18 18 


Source: Company reports, UBS estimates 


Valuation 


We apply a P/NAV multiple of 1.45x to the operating component of our NAV 
estimate (using US$1000/oz gold) of US$46.24/share and add non-gold assets of 
US$1.20/share to derive our price target of US$68. Based on the implied return, 


we have a Buy rating on the shares. 


Brian MacArthur, CFA 
Analyst 
brian.macarthur@ubs.com 
+1-416-350 2229 
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Alamos Gold (Buy, C$11.50 PT) 


Investment summary 


Alamos Gold is an unhedged, well financed, mid-tier gold producer focused on 
the expansion of production from its sole operating asset in Mexico. Near-term 
production growth is expected to be driven by improved operational 
performance and the development of a high-grade gravity mill. Future growth is 
expected to be generated from the company’s highly prospective land package; 
increased capacity; and potentially through acquisitions. Given its relatively 
low-cost structure and healthy balance sheet, Alamos is one of the less levered 
gold equities in our coverage universe. The company’s shares are listed on the 
TSX (AGI). 


Single asset operator focused in Mexico 


Alamos’s sole operating asset is the company’s 100%-owned Mulatos open-pit 
mine located in Mexico’s prolific Sierra Madre gold/silver belt. Although 
production over the past few years has not lived up to expectations (low 
recoveries, poor leach pad performance), the company has and continues to 
undertake a number of key process improvements that are expected to continue 
to enhance the operational performance of Mulatos. 


Table 19: Alamos Gold—Reserves and Production by Country 


Country Reserves (Mozs) 2009 Production (kozs) 
Mexico 2.046 165 
Total 2.046 165 


Source: Company reports 


We expect the company’s production to increase and cash costs to drop 
significantly in 2012, when production from a high-grade gravity mill 
commences. 


Near-term growth expected to be driven by improved operational 
performance and development of a high-grade gravity mill 


Although near-term production growth is expected to be driven by operational 
improvements and the development of a high-grade gravity mill, we believe that 
given the highly prospective nature of Alamos’s land package, additional 
production growth and/or mine life extensions could be generated from the 
company’s aggressive exploration activities. Of note are the Cerro Pelon, La 
Yacqui and El Carricito exploration targets. 


Table 20: Alamos Gold—Gold Production and Cash Cost Profile 


2005A 2006A 2007A 2008A 2009E 2010E 2011E 2012E 
Moz 0.005 0.101 0.107 0.151 0.165 0.163 0.173 0.219 


US$/oz $398 $313 $408 $389 $340 $353 $390 $293 


Source: Company reports, UBS estimates 


Key points: 


- Low-cost, single-asset producer 


- Relatively low political risk 

- Healthy balance sheet (no debt) 
- Unhedged production 

- Relatively low leverage to gold 
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In addition to organic growth, we also believe Alamos could be an active player 
on the consolidation front. Given Alamos’s balance sheet strength, we believe 
the company has the financial capability to acquire an operating asset or a late- 
stage development project. Given Alamos’s relatively small management team, 
we believe the company will seek out acquisitions in Mexico. However, the 
company has a healthy balance sheet and improved operational performance. 
Therefore, we believe Alamos could be an acquisition target for a company 
looking to expand production from a lower cost asset located in a relatively 
lower geopolitical risk region. 


Valuation 


We apply a P/NAV multiple of 1.35x to the operating component of our NAV 
estimate (using US$1000/oz gold) of $5.97/share and adjust for other 
assets/liabilities of US$1.83/share to derive our price target of C$11.50. Based 
on the implied return, we have a Buy rating on Alamos. 


Dan Rollins 
Analyst 
dan.rollins@ubs.com 
+1 416 814 3694 
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Barrick Gold (Buy, US$48.00 PT) 


Investment summary 


Barrick is the world’s largest gold company in terms of market capitalization, at 
~US$31.5 billion. The company’s competitive advantages include the industry’s 
only ‘A’-rated balance sheet, liquidity, longer-term growth potential, and 
moderate geopolitical risk. We believe Barrick should benefit from the 
successful start-up of its new mines. Barrick is also the world’s largest gold 
producer, and its size and balance sheet could open the door for further growth 
opportunities. We note the market apparently remains concerned about the 
company’s hedge book and near-term growth prospects. 


Properties 


Barrick’s major properties are the Goldstrike and Cortez mines in Nevada, the 
Pierina and Alto Chicama mines in Peru, the Bulyanhulu, North Mara and 
Buzwagi mines in Tanzania, the Veladero mine in Argentina, the Porgera mine 
in Papua New Guinea, and its Western Australia gold operations. Furthermore, 
the company’s Zaldivar copper mine is a significant cash generator. 


Table 21: Barrick Gold—Reserves and Production by Country 


Country 2008 Reserves (Moz) 2008 Production (koz) 

Canada 0.564 143 
Dominican Republic 13.440 

United States 36.557 2,885 
Peru 9.632 1,575 
Chile* 24.186 

Argentina* 16.685 536 
Australia 10.991 1,315 
Papau New Guinea 7.828 627 
Tanzania 18.372 545 
Other 0.252 31 
Total 138.506 7,657 


* Note: Pascua-Lama reserves have been split between Chile (75%) & Argentina (25%). 
Source: Company reports 


Brownfield Projects Providing Growth 


The company also has a pipeline of projects that provides leverage to a rising 
gold price. To date ABX’s major projects—Cortez Hills and Pueblo Viejo— 
have tracked within budgeted timelines and capital expenditures. The company 
also announced it will proceed with the construction of its 100%-owned Pascua 
Lama project, which straddles the border of Chile and Argentina. We expect 
additional internal growth could come from Donlin Creek, Cerro Casale or Reko 
Diq, and future value could also arise from its interests in the Kabanga nickel 
and Sedibelo platinum projects. 


Key points: 
- World’s largest gold company 
- Gold hedges 


- Near-term organic growth limited 


- Relatively moderate political risk 
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Table 22: Barrick Gold—Gold Production and Cash Cost Profile 


2005A 2006A 2007A 2008A 2009E 2010E 2011E 2012E 
Moz 5.431 8.612 8.058 7.657 7.582 8.273 7.934 7.716 
US$/oz 225 298 367 429 448 429 423 401 


Source: Company reports, UBS estimates 


Table 23: Full Production Profile 


2007A 2008A 2009E 2010E 2011 2012E 
Gold (kozs) 8,058 7,746 7,582 8,273 7,934 7,716 
Copper (Mlbs) 402 363 386 386 308 308 


Source: Company reports, UBS estimates 


Hedging 

Barrick’s gold sales program (hedging) historically provided the company some 
stability in a volatile gold market and had been a benefit during periods of 
depressed gold prices. However, the company has eliminated its corporate hedge 
book (while maintaining some hedging on future projects) to provide investors 
with increased exposure to the price of gold. ABX had 9.5Moz of existing gold 
sales as of June 30, 2009. The company recently provided an update on the 
composition of the gold sales contracts, as shown in Table 15, and 4.1Moz 
of the 9.5Moz participate in movements in the gold price. 


Table 24: Gold Sales Contracts 


Ounces (M) Weighted Average Future Price 


Fixed price contracts (non-participating) 5.4 US$ 376 
Floating spot-price contracts (fully participating) 41 US$ 397 
Total 9.5 US$ 385 


Source: Company data 


At June 30, 2009, Barrick has 17 counterparties that consisted primarily of large 
commercial banks with one counterparty representing 13% of the total position. 
The company also indicated that three of the counterparties have elected not to 
roll their contracts forward one year; therefore, two have nine years remaining 
and one has 14 years. The hedge book represents less than 7% of the company’s 
reserves. 


Valuation 


We apply a NAV multiple of 1.35x the operating component of our NAV of 
US$32.75/share (using US$1000/oz gold) and add non-gold assets of 
US$3.41/share to derive our target of US$48. Based on the implied return, we 
have a Buy rating on the shares. 


Brian MacArthur, CFA 
Analyst 
brian.macarthur@ubs.com 
+1-416-350 2229 
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Centerra Gold (Buy, C$9.25 PT) 


Investment summary 


Centerra is an intermediate gold producer formed from the former gold assets of 
Cameco Corporation. Cameco and the Kyrgyz Republic own ~60% of the 
company so liquidity is relatively small. The company is focused on developing 
assets in emerging Asian markets and has relatively higher political risk. The 
company is well financed, unhedged and offers investors good leverage to the 
gold price, but it has relatively higher political risk and low liquidity. 


Properties 


Centerra’s Kumtor open pit gold mine is the largest gold mine in Central Asia 
that is operated by a western based producer. The company’s Boroo mine in 
Mongolia has declining reserves, which are now sufficient for only about two 
years of production. In addition to these two producing assets, Centerra has an 
interest in the 1Moz reserve on the Gatsuurt property near Boroo, which could 
extend the life of the Boroo mill. 


Table 25: Centerra Gold—Reserves and Production by Country 


Country Reserves (Moz) 2008 Production (koz) 
Kyrgyz Republic 4.025 556 
Mongolia 1.783 193 
Total 5.808 749 


Source: Company reports, UBS estimates 


Potential for exploration upside at Kumtor 


Centerra recently reached an agreement with Cameco Corporation and the 
Kyrgyz Government that should give Centerra the clarity it needs to operate the 
Kumtor mine efficiently and resume exploration in this highly prospective area, 
which could lead to increased NAV. This could not happen in the past, as the 
company was prevented from regional exploration. 


In our view, the shares trade at a significant discount, given general political risk 
in Mongolia and the Kyrgyz Republic; and share illiquidity, given the public 
float is only about 40%. Should Cameco elect to sell its shares, the liquidity 
discount could be reduced, but we still believe the shares will always have some 
discount, given the location of the mines. 


Table 26: Centerra Gold—Gold Production and Cash Cost Profile 


2005A 2006A 2007A 2008A 2009E 2010E 2011E 2012E 
Moz 0.775 0.587 0.560 0.749 0.709 0.734 0.753 0.805 
US$/oz 241 386 439 468 436 435 429 368 


Source: Company reports, UBS estimates 


Key points: 

- Focused on developing assets in 
emerging markets 

- Relatively high political risk 

- Potential for exploration upside 

- Unhedged 

- Public float currently ~40% 
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Table 27: Full Production Profile 


2007A 2008A 2009E 2010E 2011E 2012E 


Gold (kozs) 560 749 709 734 753 805 


Source: Company reports, UBS estimates 


Valuation 


We apply a P/NAV multiple of 0.9x the operating component of our NAV of 
US$7.17/share and add non-gold assets of US$1.81/share to derive our price 
target of C$9.25. Given the implied return, we have a Buy rating on the shares. 
We note that share performance is likely to be influenced by political issues. 


Brian MacArthur, CFA 
Analyst 
brian.macarthur@ubs.com 
+1-416-350 2229 
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Eldorado Gold (Neutral, US$10.50 PT) 


Investment summary 


Eldorado Gold is an intermediate gold producer with two producing operations 
in Turkey and China and three development stage projects in Turkey, Greece 
and Brazil. As one of the lower cost gold producers in our coverage universe, 
Eldorado offers investors a stable management strategy, long-life lower cost 
operations and production growth. However, given the company’s lower 
operating cost structure and well financed balance sheet, Eldorado has less 
leverage to gold than many of its peers. Eldorado shares trade on the TSX 
(ELD) and AMEX (EGO). 


Multi-asset producer with a focus in Turkey, China and Greece 


Eldorado has two assets in operation, the company’s flagship Kisladag open-pit 
mine in Turkey and the Tanjianshan open-pit mine in China. In addition to its 
existing suite of operating assets, Eldorado also has two late stage development 
projects that we expect to begin production within the next five years: 
Efemcukuru (Turkey) and Perama Hill (Greece). 


Table 28: Eldorado Gold—Reserves and Production by Country 


Country Reserves (Mozs) 2009 Production (kozs) 
Turkey 6.744 230 
China 0.817 93 
Greece na na 
Brazil na na 
Total 7.561 323 


Note: Production includes gold equivalency of silver assuming UBS's forecast gold/silver ratio. 
Source: Company reports, UBS estimates 


Eldorado recently placed its small-scale iron ore development project (Vila 
Nova) on care and maintenance until there is a recovery in seaborne iron ore 
prices. Eldorado also holds a number of equity positions that include a 19.9% 
stake in Sino Gold (Australian listed gold producer with operating assets in 
China) and a small stake in Brazauro Resources (Eldorado’s partner on the TZ 
exploration project in Brazil). 


Growth to be driven by greenfield developments; brownfield 
expansions also possible 


Production growth is expected to be generated from the start-up of the 
Efemcukuru (2010) and Perama Hill (2013) projects. In addition to its current 
suite of development stage properties, further growth could be generated 
through potential brownfield expansions at both Kisladag and Tanjianshan and 
from a number of early stage exploration projects. 


Key points: 

- Low cost, multi-asset producer 
- Perceived higher political risk 

- Healthy balance sheet (no debt) 
- Unhedged production 

- Relatively lower leverage to gold 
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Table 29: Eldorado Gold—Gold Production and Cost Profile 


2005A 2006A 2007A 2008A 2009E 2010E 2011E 2012E 


Moz 0.064 0.136 0.269 0.309 0.323 0.381 0.439 0.428 
US$/oz $416 $318 $263 $289 $327 $310 $318 $318 


Note: Production includes gold equivalency of silver assuming UBS's forecast gold/silver ratio. Cash costs on a gold 
equivalent basis and include royalties. 
Source: UBS estimates 


We expect Eldorado to be an active player on the consolidation front and believe 
the company will continue to pursue long-life, low-cost development stage 
projects. The company has employed this strategy successfully in the past. 


Although we expect cash costs to rise in 2009, we believe costs will remain 
fairly stable over the next few years, which should allow Eldorado to remain one 
of the lower cash producers in our coverage universe. 


Valuation 


We apply a P/NAV multiple of 1.45x to the operating component of our NAV 
estimate (using US$1000/oz gold) of US$6.50/share and adjust for other 
assets/liabilities of US$1.04/share to derive our price target of US$10.50. Based 
on the implied return, we have a Neutral rating on Eldorado. 


Dan Rollins 
Analyst 
dan.rollins@ubs.com 
+1 416 814 3694 
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Franco-Nevada (Neutral, C$30.00 PT) 


Investment summary 


Franco-Nevada offers investors relatively low-risk, low-leverage exposure to 
precious metals backed by a highly successful and experienced management 
team with a record of creating shareholder value. As the world’s largest resource 
royalty company, Franco offers exposure to gold, metals and oil & gas, with 
over 90% of its revenue from assets in Canada, the US and Mexico. 


Diversified holdings 


Royalty companies offer investors lower-risk exposure to commodities, as they 
limit risk to capital and operating cost overruns and environmental liabilities 
while maintaining exploration, production growth and acquisition optionality. 
The major contributors to Franco’s revenue are the Goldstrike, Gold Quarry, 
Palmarejo and oil & gas royalties. Of note, the revenue mix changes over time 
as new royalties enter production, commodity prices change and the Goldstrike 
royalty declines. 


Growing exposure to gold 


Over time, all else being equal, the revenue mix will continue to become more 
heavily weighted to gold and other precious metals and less to oil & gas. 
Recently, the company acquired a 50% gold royalty stream on the Palmarejo 
project in Mexico from Coeur d’Alene. That, combined with its recent Gold 
Quarry acquisition, could grow pro forma gold revenues by over 50% and 
increase gold revenue to 75%+ of Franco’s overall revenues. 


Valuation 


There are no direct comparables for Franco-Nevada, given its mix of royalty and 
size. We value Franco using a sum-of-the-parts valuation applying appropriate 
multiples to the oil & gas and precious metals assets. Our 12-month price target 
of C$30 is based on the average of P/NAV, P/CF and EV/EBITDA 
methodologies. We have a Neutral rating on the shares. 


Brian MacArthur, CFA 
Analyst 
brian.macarthur@ubs.com 
+1-416-350 2229 


Key points: 

- World’s largest resource royalty 
company 

- Relatively low political risk 

- Growing exposure to gold, with 


additional exposure to metals and oil 


and gas 
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Freeport-McMoRan (Buy, US$66.00 PT) 


Investment summary 


Freeport is a leading international mining company with large, long-lived 
geographically diverse assets containing significant reserves of copper, gold and 
molybdenum. While generally viewed as a copper company, Freeport has a 
90.64% interest in the Grasberg mine, the world’s largest gold reserve. Freeport 
also has significant copper operations and/or projects in North America, South 
America and the Democratic Republic of Congo. 


Properties 


FCX is the world’s largest publicly traded copper and molybdenum producer; it 
also has significant gold production. Freeport’s Grasberg mine in Indonesia is 
one of the world’s largest producers of gold and copper and the largest single 
gold reserve in the world. Its other major copper properties include Morenci in 
the US and Cerro Verde, El Abra and Candeleria in South America. Its major 
molybdenum asset is Henderson. It also produces molybdenum as a by-product 
from its Bagdad and Sierritta mines and could expand this business if it reopens 
the large Climax mine. 


Table 30: Freeport-McMoRan—Gold Reserves and Production 


2008 Reserves 2008 Production 
Moz koz 
Indonesia 38.500 1,163 
Chile 1.300 100 
United States 0.200 
Total 39.800 1,263 


Source: Company reports, UBS estimates 


Projects 


Freeport holds an effective 57.75% interest in the Tenke Fungurume project in 
the Democratic Republic of Congo. Initial production is targeted for the second 
half of 2009, with annual production expected to reach 250Mlbs of copper and 
19Mlbs of cobalt in the initial years of the project. Future growth in copper is 
also expected from Cerro Verde in Peru and El Abra in Chile. 


Table 31: Freeport-McMoRan—Gold Production and Cash Cost Profile 


2005A 2006A 2007A 2008A 2009E 2010E 2011E 2012E 
Moz 2.790 1.736 2.118 1.130 2.283 1.927 1.523 0.925 
US$/oz N/A NIA NIA NIA NIA N/A NIA NIA 


Source: Company reports, UBS estimates 


Key points: 

- Leading international mining company 
- Owns ~90% of Grasberg, world’s 
largest gold reserve 

- Significant base metal (copper and 
molybdenum) exposure 

- Relatively moderate political risk 


UBS 69 


North American Gold Producers 7 August 2009 


Table 32: Full production Profile 


2007A 2008A 2009E 2010E 
Gold (kozs) 2,588 1,266 2,322 2,154 
Copper (Mlbs) 3,912 4,022 3,894 3,877 
Molybdenum (Mlbs) 79 79 49 62 


Source: Company reports, UBS estimates 


Valuation 


Our US$66 price target for FCX is based on a 40/60 weighting applied to our 
5.5x EBITDA and 1.1x P/NAV valuations. Given the implied return, we have a 


Buy rating on the shares. 


Brian MacArthur, CFA 
Analyst 
brian.macarthur@ubs.com 
+1-416-350 2229 
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Gammon Gold (Neutral, US$8.00 PT) 


Investment summary 


Gammon Gold is an intermediate gold producer with a 100% focus in Mexico. 
The company has two operating assets in Mexico (Ocampo and El Cubo) in 
addition to a development stage project (Guadalupe y Calvo). As an unhedged 
producer with a relatively higher operating cost structure, Gammon offers 
investors significant leverage to gold and silver, with leverage to gold being one 
of the highest in our coverage universe. Gammon Gold is dual-listed on the TSX 
(GAM) and NYSE (GRS). 


100% Mexican focus 


Gammon’s flagship asset is its Ocampo gold/silver mine located in the Sierra 
Madre gold/silver belt. The operation is a combination open-pit/underground 
mine that utilizes heap leaching and traditional milling techniques. The 


company’s second operating asset is the smaller El Cubo underground operation. 


Table 33: Gammon Gold—Reserves and Production by Country 


Country Reserves (Mozs) 2009 Production (kozs) 
Mexico 2.822 237 
Total 2.822 237 


Note: Production includes gold equivalency of silver assuming UBS's forecast gold/silver ratio. 
Source: Company reports, UBS estimates 


In addition to its existing operations, Gammon is evaluating the economic 
potential of its Guadalupe y Calvo project, also located in the Sierra Madre 
gold/silver belt. 


Production growth expected to be driven by operational 
improvements and capacity expansions; acquisitions possible 


With an ongoing turnaround at its two operations, Gammon’s production growth 
is expected to be driven by operational improvements and expansion projects at 
Ocampo and, to a lesser extent, El Cubo. Given our expectation for ongoing 
improvement in operational performance, we also believe Gammon will make 
significant improvements in its operating cost structure, and we believe costs 
will decline from the $500-600/oz range to about $400/oz over the next couple 
of years. 


Table 34: Gammon Gold—Operating and Cost Profile 


2005A 2006A 2007A 2008A 2009E 2010E 2011E 2012E 


Moz 0.000 0.113 0.218 0.252 0.237 0.346 0.356 0.345 
US$/oz $0 $365 $672 $535 $427 $386 $400 $418 


Note: Production includes gold equivalency of silver assuming UBS's forecast gold/silver ratio. Cash costs on a gold- 
equivalent basis and include royalties. 
Source: UBS estimates 


Key points: 
- Higher cost producer 
- Lower political risk 


- High leverage to gold; leverage to 


silver as well 
- Unhedged production 
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In addition to the potential production growth from the development of 
Guadalupe y Calvo, Gammon also has an extensive and highly prospective land 
package in Mexico that we believe could provide the company with additional 
growth opportunities and/or mine life extensions. Given the recently discarded 
takeover attempt of Capital Gold (single-asset operator in Mexico), we believe 
Gammon will remain active on the consolidation front, and we expect the 
company to continue seeking additional growth opportunities in Mexico. 


Valuation 


We apply a P/NAV multiple of 1.15x to the operating component of our NAV 
estimate (using US$1000/oz gold) of US$7.67/share and adjust for other 
assets/liabilities of (US$0.76/share) to derive our price target of US$8.00. Based 
on the implied return, we have a Neutral rating on Gammon. 


Dan Rollins 
Analyst 
dan.rollins@ubs.com 
+1 416 814 3694 
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Goldcorp (Buy, US$42.00 PT) 


Investment summary 


Goldcorp is a senior gold producer with low cash costs, no debt, and the largest 
potential five-year production growth estimate amongst the senior golds. The 
company also offers unhedged growth in gold, low political risk and exploration 
upside. Goldcorp also has exposure to copper and zinc though Alumbrera, 
Penasquito and Pueblo Viejo and silver exposure through Luisman, Marlin and 
Penasquito. We believe the market will continue to focus on Goldcorp’s ability 
to execute its growth plan. 


Properties 


Goldcorp’s principle producing asset has historically been its 100% interest in 
Canada’s largest gold mine — the Red Lake mine in Ontario. Current operating 
assets also include the Porcupine and Musselwhite gold mines in Canada, the 
Los Filos, E] Sauzal and San Dimas gold and silver mines in Mexico, the Wharf 
and Marigold (67%) mines in the US, the Marlin mine in Guatamaula and the 
Alumbrera mine (37.5%) in Argentina. 


Table 35: Goldcorp—Reserves and Production by Country 


Country 2008 Reserves (Moz) 2008 Production (koz) 

Canada 8.300 1,131 
Dominican Republic 8.960 

United States 1.320 157 
Mexico 23.850 595 
Argentina 1.730 189 
Guatemala 2.120 241 
Honduras - 12 
Total 46.280 2,324 


Source: Company reports 


Penasquito, Red Lake and Pueblo Viejo development key to 
near-term growth 


Goldcorp’s largest development project, Penasquito in Mexico, is expected to 
begin commercial production in January 2010, and we believe a successful 
ramp-up to production would be a catalyst for the stock. Other significant 
growth projects include Goldcorp’s 40% interest in the Pueblo Viejo project in 
the Dominican Republic, maximizing the Red Lake district in Canada, 
Musselwhite in Canada, and the Eleonore project in Quebec. 


Key points: 

- Low-cost producer 

- Unhedged growth 

- Relatively low political risk 
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Table 36: Goldcorp—Gold Production and Cash Cost Profile 


2005A = 2006A-~=Ss«2007A_~—Ss 208A 
Moz 1.101 1.693 2.285 2.325 
US$/oz (7) 36 176 311 


Source: Company reports, UBS estimates 


Table 37: Full Production Profile 


2007A 2008A 
Gold (kozs) 2,285 2,325 
Copper (Mlbs) 149 120 
Silver (kozs) 16,991 9,257 


Zinc (Mlbs) - - 


Source: Company reports, UBS estimates 


Valuation 


We apply a P/NAV multiple of 1.5x the operating component of our NAV 
estimate of US$26.37/share (using US$1000/oz gold) and add non-gold assets of 
US$1.98/share to derive our price target of US$42. Based on the implied return, 


we have a Buy rating on the shares. 


Brian MacArthur, CFA 
Analyst 
brian.macarthur@ubs.com 
+1-416-350 2229 
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IAMGOLD (Buy, US$13.00 PT) 


Investment summary 


IAMGOLD is entering a transition period in which near-term gold production is 
expected to decline and cash costs to remain elevated. However, we expect this 
transition period to be relatively short lived, as production from the company’s 
development stage projects begin in late 2010. We also expect cash costs to 
decline to the lower $400s by 2015 as the proportion of production from lower 
cost operations increases relative to higher cost operations. With over $320 
million in net cash/bullion on hand, [IAMGOLD is well funded to carry out its 
aggressive expansion plans. IAMGOLD shares trade on TSX (IMG) and NYSE 
(IAG). 


Multi-asset properties with a focus in West Africa, South America 
and Canada 


IAMGOLD is an intermediate gold producer with operations in three key 
geographical regions (western Africa, South America and eastern Canada). The 
company has a number of older operations coming to the end of their mine lives 
or suffering from declining grades. However, IAMGOLD has a number of 
development projects and recently expanded operations that are expected to 
drive the majority of the company’s future growth. 


Although IAMGOLD has a number of operations, we estimate that 86% of the 
company’s operating NPV is driven by its Rosebel, Essakane, Westwood and 
Tarkwa assets. 


IAMGOLD’s flagship assets are the Rosebel open-pit mine in Suriname and the 
Essakane development stage project in Burkina Faso. In addition to these 
flagship operations, IAMGOLD has an additional six producing gold mines and 
three development stage projects. IAMGOLD is also one of only three global 
producers of niobium, a metal used primarily in the production of high-strength 
steels. 


Table 38: IAMGOLD—Reserves and Production by Country 


Country Reserves (Mozs) 2009 Production (kozs) 
Africa 6.209 440 
South America 6.326 373 
North America 0.093 107 
Total 12.628 921 


Source: Company reports, UBS estimates 


Growth to Be Driven Primarily by Development Stage Projects 


Although the company’s Rosebel and Tarkwa operations are expected to 
partially offset an expected decline in near-term production, however, the 
company’s development stage projects (Essakane, Quimsacocha and Westwood) 
are expected to drive a majority of its growth starting in late 2010. We forecast 
that IAMGOLD’s gold production will increase to approximately 1.3Mozs by 
2014. 


Key points: 

- In transition 

- Higher political risk 

- Also a niobium producer 
- High leverage to gold 
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In addition to the above development projects, we believe further growth/mine 
life extensions could be generated through the company’s aggressive 
brownfield/greenfield exploration programs and/or acquisitions. 


Table 39: IAMGOLD—Gold Production and Cash Cost Profile 


2005A 2006A 2007A 2008A 2009E 2010E 2011E 2012E 
Moz 0.446 0.640 0.965 0.997 0.921 0.905 1.007 1.010 
US$/oz $295 $344 $423 $458 $449 $453 $454 $461 


Source: Company reports, UBS estimates 


Valuation 


We apply at P/NAV multiple of 1.25x to the operating component of our NAV 
estimate (using US$1,000/oz gold) of US$9.34/share and then adjust for net 
assets of $1.12/share to derive our price target of US$13.00. Based on the 
implied return, we have a Buy rating on IAMGOLD. 


Dan Rollins 
Analyst 
dan.rollins@ubs.com 
+1 416 814 3694 
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Kinross Gold (Buy, US$23.00 PT) 


Kinross is a liquid, senior gold producer without base metals exposure and with 
significant opportunities for production and reserve growth. The company 
expects 34% production growth in 2009 based on its three new projects— 
Paracutu, Kupol and Buckhorn. The majority of the capital expenditures on 
these projects has been spent leaving Kinross with a strong balance sheet and 
cash position. 


Production growth in 2009 


Kinross has mines and projects in the US, Brazil, Chile, Ecuador and Russia. 
Kinross has relatively higher political risk than its senior peers, given its Kupol 
project in Russia and FDN project in Ecuador, which account for ~17% and 
~4% of the company’s operating NAV, respectively. Kupol represents about 
23% and 21% of 2010 and 2011 production, respectively. 


Table 40: Kinross Gold—Reserves and Production by Country 


Country 2008 Reserves (Moz) 2008 Production (koz) 
United States 6.447 603 
Chile 17.550 537 
Brazil 18.524 188 
Russia 3.107 666 
Total 45.628 1,995 


Source: Company reports 


Future growth 


After its strong growth in 2009, we believe the company and investors will be 
focused on ‘what’s next’. The largest potential for internal growth is in the Cerro 
Casale project in Chile, where a full feasibility study is due in Q309, and Fruta 
del Norte in Ecuador, where the company expects to receive permits to begin its 
three-month infill drilling campaign that will support a pre-feasibility study. 


Table 41: Kinross Gold—Gold Production and Cash Cost Profile 


2005A 2006A 2007A 2008A 2009E 2010E 2011E 2012E 
Moz 1.603 1.476 1.428 1.805 2.400 2.445 2.376 2.222 
US$/oz 269 317 373 403 398 382 367 385 


Source: Company reports, UBS estimates 


Table 42: Full Production Profile 


2007A 2008A 2009E 2010E 2011E 2012E 
Gold (kozs) 1,428 1,805 2,400 2,445 2,376 2,222 
Copper (MIbs) 
Silver (kozs) 7,911 9,476 12,413 11,507 9,610 9,155 


Source: Company reports, UBS estimates 


Key points: 

- Liquid senior producer 
- Unhedged growth 

- Higher political risk 

- Strong balance sheet 
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Hedging 


Kinross does not hedge its gold production. However, the company may use 
spot deferred contracts and fixed forward contracts to hedge against the risk of 
falling prices for a portion of its forecast metal sales. The company may sell call 
options as part of its overall strategy of managing the risk of changing gold and 
silver prices or purchase put options to protect against the risk of falling prices. 


Kinross may also assume derivative contracts as part of a business acquisition, 
or they may be required under financing arrangements. As a result of the 
acquisition of Bema in February 2007, Kinross assumed gold and silver forward 
sales contracts, call options and put options, primarily due to requirements 
related to the Kupol project financing. 


Valuation 


We apply a P/NAV multiple of 1.35x our operating NAV of US$15.43/share 


and add non-gold assets of US$2.37/share to derive our price target of US$23.00. 


Based on the implied return, we have a Buy rating on the shares. 


Brian MacArthur, CFA 
Analyst 
brian.macarthur@ubs.com 
+1-416-350 2229 
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Newmont Mining (Buy, US$56.00 PT) 


Investment summary 


Newmont is a leading gold producer with operations on five continents—North 
America, South America, Australia, Africa and Asia—and is the only gold 
company included in the S&P 500 Index and Fortune 500. The company also 
has copper exposure through its Batu Hijau mine in Indonesia. We believe that 
in the short term, investors are focused on getting clarity on the regional sell- 
down of its interest in Batu Hijau and the successful start-up of Boddington. 


Properties 


Newmont’s key operating assets are its Nevada operations, its 51.35% interest in 
Minera Yanacocha in Peru, Ahafo in Ghana, its 50% interest in the Kalgoorlie 
mine in Australia, its 45% current interest in the copper gold mine Batu Hijau in 
Indonesia, and the Tanami operations in Australia. 


Table 43: Newmont Mining—Reserves and Production by Country 


Country 2008 Reserves (Moz) 2008 Production (koz) 
United States 28.090 2,260 
Mexico 1.890 95 
Indonesia 4.090 121 
Peru 12.760 946 
Bolivia* 0.190 76 
Ghana 17.040 521 
Australia 20.540 1,049 
New Zealand 0.360 144 
Total 84.960 5,212 


* Recently sold. 
Source: Company reports 


Boddington key to near-term growth 


Newmont plans to increase near-term production primarily through the start-up 
of its large Boddington project. Boddington is the largest gold project in 
Australia, with 20.1Moz in reserves and a mine life expected to exceed 20 years. 
Newmont recently purchased the remaining 33.3% interest in the project from 
AngloGold Ashanti. Successful completion of the project with start-up in 2009 
could be a catalyst for the stock. 


Table 44: Newmont Mining—Gold Production and Cash Cost Profile 


2005A 2006A 2007A 2008A 2009E 2010E 2011E 2012E 
Moz 6.647 5.996 5.321 5.187 5.239 5.798 5.537 5.414 
US$/oz 272 332 418 457 471 430 437 409 


Source: Company reports, UBS estimates 


Key points: 

- Leading gold producer with 
operations on five continents 

- Relatively moderate political risk 
- Exposure to copper (Batu Hijau) 
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Table 45: Full Production Profile 


2007A 2008A 2009E 2010E 
Gold (kozs) 5,321 5,187 5,239 5,798 
Copper (Mlbs) 204 130 217 252 


Source: Company reports, UBS estimates 


Valuation 


We apply a P/NAV multiple of 1.35x the operating component of our revised 
NAV (using US$1000/oz gold) of US$42.03/share and add non-gold assets of - 
US$0.43/share to derive our price target of US$56.00. We believe NEM offers 
good leverage to the gold price; however, there are some outstanding 
government obligations related to the required sell-down of a portion of 
Newmont’s interest in Batu Hijau. Additionally, the company is awaiting the 


extension of the forest use permit at Batu. 


Brian MacArthur, CFA 
Analyst 
brian.macarthur@ubs.com 
+1-416-350 2229 
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Osisko Mining (Buy, C$9.00 PT) 


Investment summary 


Osisko Mining is a development stage gold company whose shares are listed on 
the TSX (OSK) and Deutchse Boerse (EWX). The company’s flagship Canadian 
Malartic project is located within Canada’s prolific Abitibi greenstone belt. With 
a well funded balance sheet and forecast low-cost operating structure, Osisko 
offers investors lower leverage to the gold price than many of its peers. However, 
as it is a development stage company, we expect Osisko’s shares to re-rate as the 
project moves toward commercial production. In addition, we believe Osisko 
could be a potential consolidation target. 


Development stage project being developed in the Quebec, Canada 


Osisko is developing its 100%-owned Canadian Malartic project located in 
Canada’s prolific Abitibi greenstone belt, a region that has played host to a 
number of large-scale base and precious metal mines over the last century. 


Table 46: Osisko Mining—Reserves and Production by Country 


Country Reserves (Mozs) 2009 Production (kozs) 
Canada 6.280 0 
Total 6.280 0 


Note: Production includes gold equivalency of silver assuming UBS's forecast gold/silver ratio. 
Source: Company reports, UBS estimates 


The project is in the final stages of permitting, and we expect it to be approved 
by the Quebec Government within the next couple of months. Based on our 
estimated timeline, we expect construction of the Canadian Malartic project to 
commence in August/September 2009. 


Birth of a world class open-pit mine; financing in place for 60% 
of development costs 


Production from the Canadian Malartic project is forecast to commence in 2011, 
with annual gold production expected to average 625,000 ounces at an average 
cash cost of $340/oz over the estimated 11-year-plus mine life. 


Table 47: Osisko Mining—Gold Production and Cost Profile 


2005A 2006A 2007A 2008A 2009E 2010E 2011E 2012E 

Moz 0.000 0.000 0.000 0.000 0.000 0.000 0.369 0.710 

US$/oz $0 $0 $0 $0 $0 $0 $305 $311 
Note: Production includes gold equivalency of silver assuming UBS's forecast gold/silver ratio. Cash costs on a gold- 


equivalent basis and include royalties. 
Source: Company reports, UBS estimates 


Key points: 

- Development stage company with 
robust project 

- Well financed 

- Final permitting underway 

- Construction expected to commence 
in 2009; production in 2011 
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Given our estimate that 60% of the project’s capital costs are now in place, we 
believe Osisko is well funded to begin construction of the Canadian Malartic 
project. We expect a majority of the remaining costs to be financed through the 
exercise of in-the-money warrants (which expire in November 2009) and through 
a recently announced C$75 million convertible debt facility contingent on an 
additional C$225 million being raised (expected through the exercise of warrants). 


Valuation 


We apply a P/NAV multiple of 1.00x to the operating component of our NAV 
estimate (using US$1000/oz gold) of C$7.01/share and adjust for other 
assets/liabilities of C$1.88/share to derive our price target of C$9.00. Based on 
the implied return, we rate Osisko Buy. 


Dan Rollins 
Analyst 
dan.rollins@ubs.com 
+1 416 814 3694 
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Yamana Gold (Buy, US$11.00 PT) 


Investment summary 


Yamana Gold is an intermediate gold producer with a number of producing 
operations and development stage projects located in Brazil, Chile, Argentina 
and Mexico. We expect Yamana will achieve near-term production growth 
through greenfield developments, brownfield expansions and acquisitions could 
potentially add future growth. Yamana provides investors with leverage to gold 
and copper, as 25% of the company’s revenues are driven by copper sales. 
Yamana’s shares trade on the Toronto (YRI), New York (AUY) and London 
(YAU) stock exchanges. 


Intermediate producer with focus in Latin America 


With the recent announced sale of three non-core assets to Aura Minerals, 
Yamana has reduced the number of production operations in its portfolio from 
10 to 7. Yamana’s flagship operations are the Chapada gold/copper mine in 
Brazil and the El Penon gold/silver mine in Chile. The company’s other 
operating assets include operations in Brazil (Jacobina and Fazenda Brasileiro), 
Chile (Minera Florida) and Argentina (Gualcamayo and an equity stake in 
Alumbrera). 


Table 48: Yamana Gold—Reserves and Production by Country 


Reserves 2009 Production 

Country (Mozs) (kozs) 
Argentina 10.669 137 
Brazil* 6.089 478 

Chile 3.804 460 
Mexico 0.697 0 

Other* 0.734 36 

Total 21.259 1,112 


Note: Production includes gold equivalency of silver assuming UBS's forecast gold/silver ratio. Reserves for Brazil 
and Other include reserves from non-core assets expected to be sold to Aura Minerals in 2009 and is based on 
commercial production. 

Source: Company reports, UBS estimates 


In addition to its suite of operating assets, Yamana has a number of development 
projects and later stage exploration projects located throughout Latin America. 


Growth expected to be driven by greenfield developments and 
brownfield expansions 


Yamana’s near-term production growth is expected to be generated through 
brownfield expansions (Chapada, El Penon, Jacobina and Minera Florida) and 
greenfield developments (Mercedes, C1 Santa Luz, Ernesto/Pau-A-Pique and 
Pilar). 


Key points: 

- Multi-operation producer 

- Focused in Latin America 

- Levered to gold and copper 

- Significant revenue from copper (25%) 
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Table 49: Yamana Gold—Gold Production and Co-Product Gold Cash Cost Profile 


2005A 2006A 2007A 2008A 2009E 2010E 2011E 2012E 


Moz 0.103 0.283 0.597 0.971 1.112 1.265 1.221 1.444 
US$/oz $289 $325 $327 $387 $401 $381 $392 $351 


Note: Production includes gold equivalency of silver assuming UBS's forecast gold/silver ratio. Cash costs are estimates 
on a gold-equivalent basis (including royalties) and reported on a co-product basis (without by-product copper credits). 
Source: UBS estimates 


Additional production could come from the development of the company’s 
large-scale Agua Rica project, which is dependent on finding the required 
financing (partners) to cover the project’s significant capital costs or potentially 
combine the project with Alumbrera given the close proximity of the assets 
(~35km). 


Valuation 


We apply a P/NAV multiple of 1.30x to the operating component of our NAV 
estimate (using US$1000/oz gold) of US$8.77/share and adjust net liabilities of 
US$0.47/share to derive our price target of US$11.00. Based on the implied 
return, we rate Yamana Buy. 


Dan Rollins 
Analyst 
dan.rollins@ubs.com 
+1 416 814 3694 
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a Statement of Risk 


Mining companies are subject to a variety of risks, including but not limited to 
operational risk, environmental risk, financial risk (including the use of 
derivative instruments), geo-political risk, commodity risk and currency risk. 
Any material difference between our commodity price forecasts and actual 
realized prices is likely to have an impact on our earnings estimates and 
valuations. 


a Analyst Certification 


Each research analyst primarily responsible for the content of this research 
report, in whole or in part, certifies that with respect to each security or issuer 
that the analyst covered in this report: (1) all of the views expressed accurately 
reflect his or her personal views about those securities or issuers; and (2) no part 
of his or her compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed by that research analyst in the 
research report. 
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Required Disclosures 


This report has been prepared by UBS Securities Canada Inc, an affiliate of UBS AG. UBS AG, its subsidiaries, 
branches and affiliates are referred to herein as UBS. 


For information on the ways in which UBS manages conflicts and maintains independence of its research product; 
historical performance information; and certain additional disclosures concerning UBS research recommendations, 
please visit www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is 


not a reliable indicator of future results. Additional information will be made available upon request. 


UBS Investment Research: Global Equity Rating Allocations 


UBS 12-Month Rating Rating Category Coverage’ IB Services” 
Buy Buy 44% 38% 
Neutral Hold/Neutral 39% 36% 
Sell Sell 17% 25% 
UBS Short-Term Rating Rating Category Coverage” IB Services* 
Buy Buy less than 1% 33% 
Sell Sell less than 1% 33% 


1:Percentage of companies under coverage globally within the 12-month rating category. 
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within 


the past 12 months. 


3:Percentage of companies under coverage globally within the Short-Term rating category. 
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided 


within the past 12 months. 


Source: UBS. Rating allocations are as of 30 June 2009. 
UBS Investment Research: Global Equity Rating Definitions 


UBS 12-Month Rating 
Buy 

Neutral 

Sell 


Definition 

FSR is > 6% above the MRA. 

FSR is between -6% and 6% of the MRA. 
FSR is > 6% below the MRA. 


UBS Short-Term Rating 


Definition 


Buy 


Sell 


Buy: Stock price expected to rise within three months from the time the rating was assigned 


because of a specific catalyst or event. 


Sell: Stock price expected to fall within three months from the time the rating was assigned 


because of a specific catalyst or event. 
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KEY DEFINITIONS 


Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12 


months. 


Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and nota 


forecast of, the equity risk premium). 


Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are 
subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation. 
Short-Term Ratings reflect the expected near-term (up to three months) performance of the stock and do not reflect any 
change in the fundamental view or investment case. 


EXCEPTIONS AND SPECIAL CASES 


UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management, 
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount; Sell: 


Negative on factors such as structure, management, performance record, discount. 


Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment Review 
Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's 
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating. 
When such exceptions apply, they will be identified in the Company Disclosures table in the relevant research piece. 


Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not 
registered/qualified as research analysts with the NASD and NYSE and therefore are not subject to the restrictions contained in 
the NASD and NYSE rules on communications with a subject company, public appearances, and trading securities held by a 
research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report, if any, 


follows. 


UBS Securities Canada Inc: Brian MacArthur, CFA; Dan Rollins; Alana Johnston, CA; Michael Tsada. UBS Limited: John 


Reade. 


Company Disclosures 


Company Name 
Agnico-Eagle Mines Ltd 2% 4:5. 16, 


Alamos Gold Inc.2”*” 


Barrick Gold Corporation 
6a, 16, 20, 22 


2a, 4a, 4b, 5b, 
Centerra Gold Inc.°” 7° 
Eldorado Gold Corporation Ltd.” 


+ 2b, 4b, 
Franco-Nevada Corporation 


Freeport-McMoRan*™ *®?° 


Gammon Gold®” *® 
Goldcorp Inc. 
IAMGOLD Corp.2 4:5 78 

Kinross Gold Corporation 


2a, 4a, 4b, 5a, 5b, 6a, 16, 20 
2b, 4b, 5b, 


ae 4a, 5a, 6a, 6b, 16 
Newmont Mining Corp.” °°? 


Osisko Mining Corporation” 
Yamana Gold Inc.2” 7“ 76 


Reuters 
AEM.N 
AGI.TO 
ABX.N 
CG.TO 
EGO.A 


FNV.TO 


FCX.N 
GRS.N 
GG.N 
IAG.N 


KGC.N 


NEM.N 
OSK.TO 
AUY.N 


12-mo rating Short-term rating 


Buy (CBE) 
Buy 

Buy (CBE) 
Buy (CBE) 
Neutral (CBE) 


Neutral (CBE) 


Buy (CBE) 
Neutral 
Buy (CBE) 
Buy 


Buy (CBE) 


Buy 
Buy (CBE) 
Buy 


N/A 
N/A 
N/A 
N/A 
N/A 


N/A 


N/A 
N/A 
N/A 
N/A 


N/A 


N/A 
N/A 
N/A 


Price 
US$60.51 
C$10.25 
US$35.75 
C$7.15 
US$10.89 


C$27.00 


US$63.99 

US$6.77 
US$38.20 
US$11.45 


US$20.57 


US$42.32 
C$6.97 
US$9.44 


Price date 
06 Aug 2009 
06 Aug 2009 
06 Aug 2009 
06 Aug 2009 
06 Aug 2009 


06 Aug 2009 


06 Aug 2009 
06 Aug 2009 
06 Aug 2009 
06 Aug 2009 


06 Aug 2009 


06 Aug 2009 
06 Aug 2009 
06 Aug 2009 


Source: UBS. All prices as of local market close. 
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock pricing 


date 


2a. UBS AG, its affiliates or subsidiaries has acted as manager/co-manager in the underwriting or placement of securities of 


this company/entity or one of its affiliates within the past 12 months. 
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2b. 


4a. 


Ab. 


5a. 


5b. 


6a. 


6b. 


16. 
20. 


22. 


UBS Securities Canada Inc or an affiliate has acted as manager/co-manager, underwriter or placement agent in regard 
to an offering of securities for this company/entity or one of its affiliates within the past 12 months. 


Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking 
services from this company/entity. 


Within the past 12 months, UBS Securities Canada Inc or an affiliate has received compensation for investment banking 
services from this company/entity. 


UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking services 
from this company/entity within the next three months. 


UBS Securities Canada Inc or an affiliate expect to receive or intend to seek compensation for investment banking 
services from this company/entity within the next three months. 


This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and investment banking 
services are being, or have been, provided. 


This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and non-securities 
services are being, or have been, provided. 


UBS Securities LLC makes a market in the securities and/or ADRs of this company. 
Because UBS believes this security presents significantly higher-than-normal risk, its rating is deemed Buy if the FSR 
exceeds the MRA by 10% (compared with 6% under the normal rating system). 


UBS AG, its affiliates or subsidiaries held other significant financial interests in this company/entity as of last month's end 
(or the prior month's end if this report is dated less than 10 working days after the most recent month's end). 


The analyst responsible for this report has reviewed the material operations of the issuer and/or met with senior management. 


Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. 
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